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Praise for Forces for Good 


“As the social sector grapples with critical operational 
issues such as capacity building and outcomes mea- 
surement, Forces for Good reminds us that impact is of 
greatest importance. Although these other factors are 
significant, they are simply the means to an end. We 
need to be more focused on how our efforts make a 
tangible difference in the communities we serve.” 


—Mario Morino, chairman, Venture Philanthropy Partners 


“Forces for Good is] an essential road map to success 
for any funder and a must-read for nonprofit leaders 
who seek to build the next generation of high-impact 
organizations.” 


—William Draper, director, and Jenny Shilling Stein, 
executive director, The Draper Richards Foundation 


“Teachers and students of nonprofit management, 
and social change in general, will benefit from this 
book. It provides a fresh look at the elements of 
good organizations.” 


—Christine Letts, associate dean for executive 
education, John F. Kennedy School of Government, 
Harvard University 


“Tm constantly on the look out for tools that can help 
leaders of social-purpose organizations deliver mission 
results. Forces for Good is a great new addition to my 
recommended list. It’s a must-read for anyone involved 
in social change.” 


—Kriss Deiglmeier, executive director, Center for 
Social Innovation, Graduate School of Business, 
Stanford University 
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FOREWORD 


When my wife Jean and I created the Case Foundation in 1997, we 
were confident that by putting some of our personal resources to 
work, we could help to solve some of the world’s most pressing 
problems. After all, we had both had successful careers in business. 
We knew how to recruit the right people, act on a business plan, 
identify barriers to success, and overcome obstacles. We said to our- 
selves, “How hard can it be to succeed in the nonprofit sector?” 

Well, ten years later we understand how hard it really is. We’ve 
learned to appreciate the nonprofit arena’s inherent complexities 
and how difficult they can be to navigate. We also have realized 
that being effective requires unique expertise. Indeed, over the last 
few years, not many nonprofit leaders have managed to build and 
scale organizations that have significant, widespread impact. 

Today, with the number of donors growing at a rapid rate 
worldwide, the nonprofit sector has a tremendous opportunity to 
shape a better future for humanity—but only if people can trans- 
form their goodwill into genuine results. 

And that is what makes Forces for Good so timely and so welcome. 
This thoughtful book provides what business people, policy mak- 
ers, philanthropic investors, and nonprofit leaders have needed for 
a long time—an intelligent, articulate analysis of the key factors re- 
quired to generate successful, lasting outcomes in the nonprofit 
space. Instead of merely asking, “What do nonprofit managers need 
to do to run a great organization?” Leslie Crutchfield and Heather 
McLeod Grant ask, “What do nonprofit leaders need to do to cre- 
ate impact that extends far beyond what they could achieve alone?” 
The answers provide a road map for systemic change, and an in- 
spiring call to action. 

Imagine a world focused on high-impact giving, where non- 
profit organizations collaborate with business to harness market 
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forces for good causes and leverage business people as resources 
for planning and operational excellence. Imagine executives and 
boards thinking beyond their own needs, collaborating with their 
competitors to share scarce investment dollars, and developing a 
network of active, engaged supporters who can transform an en- 
tire field. Imagine a cohort of nonprofit leaders geared toward in- 
novation, prepared to adapt their organizations to changes in the 
nonprofit marketplace and able to refresh their operating struc- 
tures with regular waves of creativity. 

Based on hundreds of interviews and several years of in-depth 
research on America’s leading nonprofits, the authors have iden- 
tified these practices as essential for every nonprofit executive to 
pursue. And while this book is clearly aimed at the social sphere, 
its lessons can be applied elsewhere as well. 

Regardless of whether you are the CEO of Citigroup or the 
CEO of City Year, you will need to understand and implement 
these practices to achieve your philanthropic goals. The world we 
live in is changing rapidly, and the lines that divide the business, 
government, and charitable sectors are blurring. The solutions to 
both local and global poverty require cross-sector partnerships. 
Collaboration and entrepreneurship are not just options; they are 
essential to lasting solutions. 

In business and through the Case Foundation, I’ve been work- 
ing to encourage a climate where social entrepreneurship based 
on these practices can flourish. Recently, I launched a company, 
Revolution Health, which will help build a new consumer-centric 
approach to health care. It’s a for-profit organization, but if Revo- 
lution Health provides clinics where a sick child can be seen quickly 
and affordably on a Sunday, or a health portal where consumers 
can get reliable information about health-care providers or tools 
to manage health-care spending, I think the public good will be 
served as well. 

Too many people still act as if the private sector and the non- 
profit sector should operate on opposite sides of an impenetrable 
wall, where one is all about making money and the other about 
serving society. A better approach is to take the best of both worlds 
and integrate these missions: businesses can be “not only for profit” 
and social-service organizations can learn from the business sec- 
tor’s best practices, including leveraging capital to maximize scal- 
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ability and sustainability, with each contributing to significant and 
lasting social change. 

Every individual, regardless of his or her profession, educa- 
tion, or socioeconomic status, has the power to make a difference. 
To be successful—to become a force for good—all that is required 
is the will to engage with whatever you can bring to the table. So, 
whether you are in business, a nonprofit organization, or govern- 
ment, whether you are a high school student or a grandparent, this 
book can have a profound impact on your ability to contribute to 
a more just and sustainable society. 


uly 2007 Steve Case 
July 

Founder of America Online 

Chairman of the Case Foundation 





PREFACE 


It was a chilly spring day in 2003 when Leslie Crutchfield was 
preparing to welcome a new cohort of social entrepreneurs to the 
Arlington, Virginia, offices of the global nonprofit, Ashoka. For 
two years, Leslie had led the North America division of this global 
fellowship, which provides intensive support to public innovators 
from around the world. She knew that the group was hungry for 
advice on how to create large-scale social change—but she also 
knew that she didn’t have all the answers. 

When she had searched for information to give the social en- 
trepreneurs, she couldn’t find many materials that were specific to 
the unique challenges they faced. Sure, there were plenty of how- 
to publications about nonprofit management, fundraising, and 
board development. And she had shelves full of books written 
about for-profit companies, and what makes great businesses great. 
But there were few rigorous studies of extraordinary nonprofits or 
of how the best groups achieve real results. So Leslie found herself 
cobbling together a hodgepodge of how-to manuals, case studies, 
and copies of renowned business management books. We need to 
do better than this, she thought. 

At that moment, the idea for this book was born. 

Leslie called up her longtime mentor Greg Dees, an expert in 
the field, and founder of the Center for the Advancement of So- 
cial Entrepreneurship (CASE) at Duke University’s Fuqua School 
of Business. He recognized the need for a book like this, and of- 
fered to have CASE sponsor the research. 

Around the same time, Heather McLeod Grant was consulting 
with philanthropists and nonprofits in the San Francisco Bay Area, 
including the Stanford Center for Social Innovation and the 
Omidyar Network. She experienced firsthand the huge knowledge 
gap in the sector—particularly with respect to creating social im- 
pact—and she shared Leslie’s frustration with how little empirical 
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research existed. Management books just didn’t go far enough. 
Countless entrepreneurs were reinventing the wheel, starting new 
nonprofits without understanding what had been tried before or 
what really works. 

So when Leslie approached her with the idea for this project, 
Heather jumped at the opportunity. As friends and former col- 
leagues who had cofounded a magazine for social entrepreneurs 
in the mid-1990s, Who Cares: The Tool Kit for Social Change, we de- 
cided to lock arms once again to tackle this ambitious project. 

What we discovered in the process of researching and writing 
Forces for Good has both surprised and inspired us. The twelve or- 
ganizations we’ve studied over the past few years are truly extraor- 
dinary, and we feel privileged to have learned from them. We’re 
delighted to share their secrets to success with you and hope you 
will be as inspired as we were. 
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INTRODUCTION 


During the last several decades, a new cadre of entrepreneurial 
nonprofits has created extraordinary levels of social impact. These 
pioneering “change makers” are the vanguard of a growing civic 
sector—a segment of the U.S. economy now valued at more than 
$1 trillion. Operating at the interstices of government and the mar- 
ket—a broad and ill-defined “grey space”—these organizations play 
an increasingly important role in shaping our world. 

That’s why we set out four years ago to research and write 
about some of the most successful nonprofits of our era. We sur- 
veyed thousands of nonprofit CEOs and conducted more than 
sixty interviews just to select the twelve exemplary organizations 
featured in this book. (See Table I.1.) 

Then we spent two years studying these organizations inten- 
sively and uncovering their secrets to success. We wanted to know 
what enabled them to have such high levels of impact. What we learned 
along the way truly surprised us. 

In the course of our research, we discovered six practices that 
help great nonprofits achieve significant results. Our findings were 
nothing like the conventional wisdom about nonprofit manage- 
ment we had read before. You'll learn in this bobok—just as we 
learned—that we need new frameworks for understanding what 
makes great nonprofits great, and new ways of thinking about cre- 
ating social change. Fortunately, these twelve organizations can 
help show us the way. 
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TABLE [.1. TWELVE EXEMPLARY ORGANIZATIONS. 





Organization 


America’s Second Harvest 
Center on Budget and 
Policy Priorities 

City Year 

Environmental Defense 
Exploratorium 

Habitat for Humanity 
The Heritage Foundation 
National Council of La Raza 
Self-Help 

Share Our Strength 
Teach For America 
YouthBuild USA 


Issue Area 


Hunger relief 


Federal and state budget 
analysis 


National service, youth leadership 
Environment 

Museums, science education 
Housing 

Conservative public policy 

Hispanic interests 

Housing and economic development 
Hunger relief 

Education reform 


Youth leadership, housing, 


job training 





WHY THIS BOOK, AND WHY NOW? 


Our research on high-impact nonprofits arrives at a key inflection 
point in the development of the global social sector. Indeed, we 
believe the rise of this sector is one of the great untold stories of 
our time. 

In the United States alone, 1.5 million nonprofits now account 
for more than $1 trillion in revenues annually of the nation’s econ- 
omy.' During the past fifteen years, nonprofits grew faster than the 
overall economy, with thirty thousand new organizations created 
each year. In fact, nonprofits are now the third-largest industry in 
the United States, behind retail and wholesale trade, but ahead of 
construction, banking, and telecommunications.” Although ter- 
minology varies—the industry is alternately called civil society, the 
citizen sector, the social sector, the nonprofit sector, or the third 
sector—its importance is undeniable. 

Internationally, similar trends are reflected in the growth of a 
global civil society. “Few developments on the global scene over the 
past three decades have been as momentous as the recent upsurge 
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in private, nonprofit, voluntary, or civil society organizations,” 
writes scholar Lester Salamon. “We are in the midst of a ‘global as- 
sociational revolution.” Worldwide expenditures in this sector ac- 
count for nearly 5 percent of combined global gross domestic 
product, or $1.1 trillion in economic activity.4 And the numbers in- 
crease each year. 

Several forces are propelling this growth. First is the unprece- 
dented amount of wealth flowing to charitable organizations from 
corporate foundations, private philanthropists, and individual 
donors. American grantmaking foundations alone currently have 
nearly $500 billion in assets under management.” And the esti- 
mated amount of money that will be transferred between genera- 
tions by 2050 is $43 trillion, some of which will ultimately go to 
charitable institutions. Even more important is the new emphasis 
on “giving while living”—with more donors taking an active role 
in their philanthropy during their lifetimes. Because nonprofits 
operate at the interstices of the market and the state, they in- 
creasingly act as intermediaries, channeling private wealth to help 
solve public problems. 

At the same time, political pressures and economic realities are 
forcing many governments to retrench. Big government is out, and 
market-based capitalism is in. As the social welfare state scales back, 
nonprofits are filling the gaps and providing services that were his- 
torically the domain of the state. In the United States, federal cut- 
backs in social spending, and pressures to devolve services to the local 
level, have resulted in more outsourcing to community-based groups. 
The trend is similar in other developed nations around the world. 

Simultaneously, new technologies and instantaneous global 
communications have created a heightened awareness of the prob- 
lems facing our fragile planet: climate change; natural disasters; 
ethnic and cultural conflict; nuclear proliferation; AIDS and pan- 
demics; hunger, homelessness, and persistent poverty. All these 
issues are compounded by a surging global population that is 
quickly depleting the earth’s resources. There’s a sense of urgency 
to solving these problems, as well as a growing awareness that our 
other institutions are failing us. 

In response, leading social sector organizations are rising to the 
challenge, finding ways to address the world’s problems by working 
with, and through, government and business to launch innovative 


Á Forces FOR GooD 


solutions. The best are run by social entrepreneurs—highly adap- 
tive, innovative leaders who see new ways to solve old problems and 
who find points of leverage to create large-scale systemic change. 
These organizations—including the twelve profiled in this book— 
are the vanguard of the social sector. Like their equivalents in the 
for-profit sector, these nonprofits aren’t content merely to plod 
along with incremental change or let conventional wisdom stand 
in the way of their success. They are collectively creating new mod- 
els for social change. 

And the global power elite is taking notice. Today, no Davos 
World Economic Forum gathering of leaders would be complete 
without a coterie of social entrepreneurs.’ These leaders are the 
social sector equivalents of successful business entrepreneurs, only 
they are creating innovative new solutions to the world’s most 
pressing social and environmental problems. So it’s not surprising 
that the two groups are teaming up. Philanthropy has been redis- 
covered, with a new twist. 

Today’s corporate titans aren’t content to merely accrue wealth; 
they now want to have a more meaningful impact in their lifetimes. 
High-tech leaders like Bill Gates of Microsoft, Pierre Omidyar and 
Jeff Skoll of eBay, Steve Case of America Online, and newcomers 
like Sergey Brin and Larry Page of Google are giving while living. 
The global philanthropy game is no longer about making money 
and passing it on to heirs or donating it to traditional charities like 
an alma mater, local opera company, or United Way. The new phil- 
anthropy is all about leveraging financial resources by investing in 
the most entrepreneurial agents of change—those that have figured 
out how to scale their impact exponentially. It’s the end of charity 
as we know it, and the beginning of high-impact philanthropy. 

Given all these converging trends, it’s not surprising that lead- 
ing social entrepreneurs and their organizations have outgrown 
the conventional tools of the trade. Merely building a great board 
or delivering adequate services or even running an efficient non- 
profit is no longer enough. In order to be true forces for good, 
they must learn new ways of thinking and acting. Today’s social 
entrepreneurs, nonprofit leaders, board members, and philan- 
thropists are hungrier than ever for concise, well-researched in- 
formation that can help them achieve greater social change. 

But if you were to study the existing nonprofit management lit- 
erature, you’d be no closer to understanding how to achieve mean- 
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ingful impact in this new fast-paced, global environment. Most 
early research on nonprofit scale focused on program replication as 
a means of expanding social impact.’ In the for-profit world, this 
is the equivalent of studying product development and distribu- 
tion: a necessary function, but overall, only a small part of what 
makes great companies successful. In fact, because the sector was 
still emerging back then, studying nonprofits was a new discipline. 
These early thinkers paid little attention to the nonprofit organi- 
zations themselves and more to the sector as a whole. 

Then, in the past decade, the focus shifted to building organi- 
zational capacity in order to deliver programs more efficiently.’ 
Scholars looked at how nonprofit leaders could build effective or- 
ganizations and manage them well to magnify their impact. Many 
practitioners welcomed the attention to developing their organi- 
zations, because it had been long neglected and represented a nec- 
essary step forward. Yet this insight has still not penetrated the 
conventional wisdom in the field. Too few funders and donors pay 
attention to building solid organizational foundations. 

More recently, nonprofits have been told to look to the private 
sector for models of success, in part because of the increasing cross- 
fertilization between the sectors. “Nonprofits need to be run more 
like business” is the common refrain. Although we agree that non- 
profits can learn proven practices from their for-profit counter- 
parts, this still isn’t enough. Better management practices can create only 
incremental, not breakthrough, social change. And even the best busi- 
nesses cannot tell us how to change the world, because that is not 
their primary purpose. 

Only the best nonprofit organizations—those that have 
achieved real impact—can show us the way. That’s why we chose 
to study the best nonprofits themselves, rather than take manage- 
ment practices derived from businesses and try to translate them 
to the social sector, as others have done. 


A NEw WAY OF THINKING 
ABOUT NONPROFITS 


If the 1980s and early 1990s were all about replicating programs 
and the last decade was about building effective organizations, we 
believe the next leap is to see nonprofits as catalytic agents of change. 
We must begin to study and understand nonprofits not merely as 
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organizations housed within four walls, but as catalysts that work 
within, and change, entire systems. The most effective of these 
groups employ a strategy of leverage, using government, business, 
the public, and other nonprofits as forces for good, helping them de- 
liver even greater social change than they could possibly achieve 
alone. 

As we learned in the course of our research, great nonprofits 
follow six practices to achieve more impact. We describe these 
practices in more detail in the following chapters. In a nutshell, 
organizations seeking greater impact must learn how to do the 
following: 


e Work with government and advocate for policy change, in 
addition to providing services 

e Harness market forces and see business as a powerful partner, 
not as an enemy to be disdained or ignored 

e Create meaningful experiences for individual supporters and 
convert them into evangelists for the cause 

e Build and nurture nonprofit networks, treating other groups 
not as competitors for scarce resources but as allies instead 

e Adapt to the changing environment and be as innovative and 
nimble as they are strategic 

e Share leadership, empowering others to be forces for good 


These things may sound simple or obvious, but they’re not. It has 
taken us, and the groups we studied, years of trial and error to dis- 
till these practices—and to make them explicit. We can all learn a 
great deal from them. 

Yet even if nonprofits do all these things, they will still fall short 
unless the other sectors of society meet them halfway. Business, 
government, and concerned citizens must be open to working with 
these nonprofit institutions—and to becoming forces for good 
themselves. And donors should change their definition of what it 
means to be great, eschewing less meaningful metrics like overhead 
ratios and instead funneling resources to those groups that have 
the most impact. This is what separates the best from the rest. 

Without heeding this call to action, we are doomed to plod 
along with slow, incremental change. We’ll barely make a dent in 
climate change. We’ll meagerly fund programs that only perpetu- 
ate the cycle of poverty. We’ll continue to allow millions of children 
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to go to bed hungry or without health care. We’ll let global pan- 
demics wipe out entire populations because we can’t figure out 
how to distribute cheap medications. And we’ll continue to make 
the mistake of focusing too much on inputs and processes rather 
than on outcomes and results. 

We don’t have time for incremental change—we need dra- 
matic change if we are to solve the complex global problems that 
plague us today. The stakes are high on all sides, and we must rise 
to the challenge. Doing anything less would squander this mo- 
mentous opportunity to advance the greater good. Fortunately, 
these great nonprofits—and the lessons we can learn from them— 
can show us a new way. 


Way You SHOULD READ THIS BOOK 


Anyone who is interested in creating social change—or in the non- 
profit sector more broadly—should read this book. Although 
there’s something for anyone who cares about social impact, our 
findings have critical implications if you are... 

A leader of a national or international organization. If you lead a 
large nonprofit, you'll see how applying the six practices of high- 
impact nonprofits can help you dramatically increase your own re- 
sults. In fact, you’re probably already putting some of these 
practices to work. But like many of the great groups we studied, 
you may need to learn how to do all of them, or how to do some 
better. This book provides a starting point for thinking about what 
to do to increase your impact. Later, in Chapter Nine, we’ll help 
you understand how to begin implementing these practices to 
achieve greater good. 

A leader of a local nonprofit. Although we limited our study to or- 
ganizations that have achieved significant national or international 
impact, we believe that these practices are also applicable to local 
contexts. If you’re not already advocating for policy reform and 
partnering with businesses, you’ll learn why you should consider 
doing so. You'll learn how to engage more individuals through 
meaningful experiences and convert them to evangelists for your 
cause. And you’ll come to understand the power that can be gained 
from collaboration with your fellow nonprofits. By harnessing these 
forces, you can create deeper local impact, without necessarily grow- 
ing your organization to a larger scale. 
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A donor, board member, or volunteer. Whether you’re indepen- 
dently wealthy, an average wage earner, or one of the nation’s mil- 
lions of working poor, the vast majority of you give something to 
charity each year, including your valuable time and money. When 
you consider which groups most deserve your attention, we hope 
you ll consider those great nonprofits that most effectively convert 
resources into results. This book can help you understand how to 
get more bang for your charitable buck, the same way you would 
with your for-profit investments. Understanding the six practices of 
high-impact nonprofits can help serve as a screen for your social in- 
vestments and help you too become a stronger force for good. 

A foundation leader or philanthropist. Foundation leaders and 
philanthropists have a unique and important role to play in creat- 
ing social change. You control important resources in the sector 
and can signal smart investments to government, businesses, and 
individuals by virtue of where you make your grants. You also have 
an important leadership role in supporting effective practices, en- 
couraging innovation, disseminating knowledge, and convening 
and coordinating others to focus on the highest priorities. And as 
leaders of nonprofits yourselves, you can also apply many of these 
six practices to your own organizations. 

A business leader. Nonprofits are learning how to leverage mar- 
ket forces and work with business to advance their causes. Now 
more than ever, businesses need to understand their nonprofit 
counterparts. Whether they are activist opponents, pragmatic al- 
lies, or catalysts for social responsibility, nonprofits can no longer 
be ignored. This book helps you get inside the minds of top non- 
profits and understand what to look for in a social sector partner. 
It can also give you insights as you consider more broadly your ap- 
proach to social responsibility and your commitment to the com- 
munity. Your future hangs in the balance, too. You have vast power 
and resources, and these groups can help you learn how to do well 
while doing good. 

An elected official or policymaker. If you are a political leader, we 
hope you'll see that nonprofits are not just a convenient place to 
outsource government programs and services. They are an excel- 
lent source of policy ideas and social innovation as well. At their 
best, nonprofits can be government’s partner in solving social 
problems and can also bring business and citizens to the table. But 
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they need government resources to achieve their goals. Govern- 
ment has the money, political power, and distribution might; non- 
profits have the talent, networks, knowledge, and entrepreneurial 
energy needed to create social change. Together they are more 
powerful. 

A nonprofit consultant or adviser. If you consult with nonprofits 
on any subject—strategy, operations, fundraising, human re- 
sources—this book has important implications for your work. Once 
you’ve read Forces for Good, we challenge you to step out of the tra- 
ditional management silos and to expand your focus beyond the 
nonprofit itself as you consider its place in the larger system. Build- 
ing a strong organization is necessary, but not sufficient, for achiev- 
ing great impact. We hope this book provokes you to think 
differently about the work of nonprofits. 

An academic. Those who study the social sector have a special 
charge. Although we realize that our methodology was inductive 
and grounded in applied research, we believe that our findings 
highlight areas of academic study that are ripe for further explo- 
ration, testing, and refinement. We have just begun to scratch the 
surface of learning about what makes great nonprofits great and 
how they use leverage to maximize impact. We hope you will see 
our findings as a springboard for future research—and we wel- 
come your feedback. 


How To READ THIS BOOK 


Chapter One provides a more detailed overview of our findings, 
including discussion of the six practices we discovered and the 
myths of nonprofit management that fell by the wayside in the 
course of our research. It also introduces the organizations we stud- 
ied in a summary table and briefly describes our research method- 
ology. It’s important to read the next chapter first in order to understand 
the rest of this book. Chapter One is also a great way to get a quick 
summary of our work if you have limited time. You can then read 
the more detailed chapters as needed. 

Chapters Two through Seven focus in depth on each one of 
the practices that highly effective nonprofits use to create greater 
social impact. To bring the concepts to life, each chapter includes 
stories and lessons from the social entrepreneurs and organizations 
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we studied, as well as powerful frameworks that can help you apply 
these practices to your work. At the end of these chapters, we’ve 
provided a brief summary of the main ideas to serve as a quick ref- 
erence guide. You can either read these six chapters sequentially 
or dip into those that seem the most interesting or relevant to your 
particular work. 

Chapter Eight highlights the critical elements necessary for 
nonprofits to sustain their impact going forward—things like ex- 
ceptional people, sufficient capital, and solid infrastructure. Great 
nonprofits master the six practices to create maximum impact, and 
they build an effective organization to sustain that impact. Orga- 
nizations that try to do the former without the latter, risk being un- 
able to deliver on their promises. But organizations that focus only 
on their own management risk having less impact. 

Chapter Nine addresses how the six practices fit together and 
how pursuing them simultaneously creates compound good. It also 
addresses what you might consider doing differently once you’ve 
read this book, and the larger implications for the field. This chap- 
ter can help you put what you’ve learned into practice. Finally, 
readers who are interested in learning more about the twelve or- 
ganizations or our methodology should dive into the appendixes. 
These include organizational “facts at a glance” and a much more 
detailed account of our research methodology. Our endnotes and 
additional resources offer more sources of information. 

Whether you’re a nonprofit leader, a philanthropist, a business 
executive, a donor, a volunteer, or a board member—or simply in- 
terested in learning how to change the world—we hope this book 
inspires you to be a stronger force for good. 





CHAPTER ONE 











FORCES FOR GOOD 


What makes great nonprofits great? 

It’s a simple-sounding question, but like a riddle, one with a 
not-so-simple answer. Our attempt at answering this question is the 
book you’re holding in your hands. 

Forces for Good is about the six practices that high-impact non- 
profits use to maximize social change. These practices can be ap- 
plied by any organization seeking to make a difference in the world. 
Our findings are grounded in several years of research on twelve of 
the most successful nonprofits founded in recent U.S. history— 
groups that we selected and studied precisely because they have 
achieved significant levels of impact. 

This book is not about America’s most well-managed non- 
profits. It’s not about the best-marketed organizations with the 
most recognized brands. And it’s not about the groups with the 
highest revenues or the lowest overhead ratios—those misleading 
metrics too often used as a proxy for real accomplishment in the 
social sector. 

We chose to study these dozen organizations because they have 
created real social change. They have come up with innovative so- 
lutions to pressing social problems, and they have spread these 
ideas nationally or internationally. They have produced significant 
and sustained results, and created large-scale systemic change in 
just a few decades. In the business world, these organizations would 
be akin to companies like Google or eBay, which catapulted onto 
the Fortune 500 list of biggest companies in a matter of years. 

One group we studied has housed a million poor people; an- 
other has sharply reduced acid rain and created new models for 
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addressing climate change; and one has helped hundreds of thou- 
sands of young people volunteer through national service pro- 
grams. Collectively, they have influenced important legislation on 
issues ranging from immigration to welfare reform, pressured cor- 
porations to adopt sustainable business practices, and mobilized 
citizens to act on such issues as hunger, education reform, and the 
environment. 

Founded and led by social entrepreneurs—whether they call 
themselves that or not—these nonprofits have truly become forces 
for good. 


THE TWELVE HIGH-IMPACT NONPROFITS 


Teach For America is one of these high-impact groups. Launched 
by Princeton Senior Wendy Kopp in 1989 on a shoestring budget 
in a borrowed office, it now has forty-four hundred corps members 
and more than twelve thousand alumni. Many of the country’s best 
and brightest college grads now spend two years teaching in Amer- 
ica’s toughest public schools, in exchange for a modest salary. In the 
last decade, Teach For America has more than quintupled in size, 
growing its budget from $10 million to $70 million by 2007 and its 
number of teachers from five hundred to forty-four hundred. And 
it aims to double again in the next few years.! 

But rapid growth is only part of the story. More important, 
Teach For America has succeeded in doing what was once con- 
sidered impossible: it has changed how we think about teacher 
credentialing, made teaching in public schools “cool,” and cre- 
ated a vanguard for education reform among America’s future 
leaders. It is now the recruiter of choice on Ivy League campuses, 
out-competing elite firms like Goldman Sachs and McKinsey & 
Company.” And graduates who went through the program in the 
1990s are now launching charter schools, running for elected 
office, managing education foundations, and working as school 
principals. Teach For America’s audacious goal is to one day have 
a U.S. president who is an alumnus of the program. 

Habitat for Humanity is another extraordinary nonprofit. 
Founder Millard Fuller was a successful businessman who gave 
away his fortune and launched Habitat in 1976 with the outrageous 
goal of “eliminating poverty housing and homelessness from the 
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face of the earth.” Today, thousands of Habitat volunteers around 
the world build houses with low-income families, who take part in 
the construction and pay for their homes with no-interest loans. 
More than twenty-one hundred affiliated organizations now oper- 
ate in nearly one hundred countries, and Habitat ranks among the 
Chronicle of Philanthropy’s top twenty-five nonprofits in revenues, 
with a combined budget approaching the $1 billion mark.® 

But even more impressive than these statistics is Habitat’s ever- 
expanding community of evangelists for housing reform. Fuller 
never set out to build an organization—instead, he wanted to start 
a movement that put poverty and housing “on the hearts and minds” 
of millions of volunteers. In just the past few years, the group has 
begun to turn its hammers into votes, seeking to influence the 
larger economic and political systems that create poverty and 
homelessness in the first place. 

Then there’s Environmental Defense. Founded in the late 
1960s, this groundbreaking nonprofit was the brainchild of scien- 
tists who wanted to ban the pesticide DDT, which was killing en- 
dangered birds of prey. Although Environmental Defense has 
achieved enormous legal victories on behalf of the environment, 
today it is best known for introducing market-based strategies that 
help change corporate behavior. Environmental Defense’s cap-and- 
trade program was a key component of the Clean Air Act; the pol- 
lution credit-trading system has helped reduce sulfur dioxide 
emissions that cause acid rain, and now serves as an important 
model in the fight to reverse climate change. 

Under the leadership of president Fred Krupp, Environmental 
Defense has also forged innovative partnerships with such compa- 
nies as McDonald’s, Federal Express, and Wal-Mart, despite initial 
cries from other groups that it was selling out. In the early 1990s, 
the organization helped McDonald’s eliminate more than 150,000 
tons of packaging waste, and it is helping FedEx convert its mid- 
size truck fleet to hybrid vehicles.* Most recently, the nonprofit an- 
nounced a partnership with Wal-Mart to help the company become 
more environmentally sustainable. 

With a staff of nearly three hundred, a membership base of five 
hundred thousand, and an annual budget of nearly $70 million, 
Environmental Defense has had an extraordinary growth trajectory, 
nearly doubling in size in the last five years. Although its original 
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founders knew little about nonprofit management, the organiza- 
tion has become a model of social innovation that other groups 
now copy. By daring to “find the ways that work,” Environmental 
Defense has influenced not only other green groups but also gov- 
ernment policy and business practices. 

Three nonprofits, three extraordinary stories. This book tells 
the stories of twelve great organizations, which we studied over 
three years to understand the secrets to their success. We provide a 
quick snapshot of who they are and what they do—along with the 
impact they’ve achieved—in Exhibit 1.1. Longer organizational 
profiles are available in Appendix E, and their stories are woven 
throughout the book. Later in this chapter, we explain how we se- 
lected these organizations and the method behind our research. 


SHATTERING THE MYTHS OF 
NONPROFIT MANAGEMENT 


When we delved into our research at each organization, we 
donned our MBA hats, examining traditional silos of nonprofit 
management—leadership, governance, strategy, programs, devel- 
opment, marketing. In the spirit of best-selling business books, we 
thought we would find that great nonprofits had time-tested habits 
that conferred a competitive advantage—things like brilliant mar- 
keting, perfect operations, or rigorously developed strategic plans. 
We imagined that there was a “secret sauce” involved in building 
the organization, and that if you could just get the recipe right and 
then scale up—presto!—you’d have more impact. 

But what we found surprised us—and flew in the face of the 
perceived wisdom in the field. Achieving large-scale social change 
is not just about building an organization and then scaling it up 
site by site. Many of these groups are not perfectly managed. Nor 
are they all well marketed. And at least half don’t score well on 
conventional ratings, because they care more about having im- 
pact than having low-overhead budgets. They do what it takes to 
get results. 

As we got further into our research, we saw that many beliefs 
about what makes great nonprofits great were falling by the way- 
side. In fact, the vast majority of social sector management books 
focus on things that don’t always lead to greater impact. We found 
little evidence to support common myths of nonprofit excellence. 
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Myth 1: Perfect management. Some of the organizations we 
studied are not particularly well managed in the traditional sense 
of the term. Although some treat their systems, processes, and 
strategic plans as high priorities, others are more chaotic, and re- 
gard “plan” as a four-letter word. Some management is necessary 
(as you’ll see in Chapter Eight), but it is not sufficient to explain 
how these organizations achieve such high levels of impact. 


Myth 2: Brand-name awareness. Although a handful of groups 
we studied are household names, we were surprised to learn that 
a few hardly focus on marketing at all. For some of them, tradi- 
tional mass marketing is a critical part of their impact strategy; for 
others, it’s unimportant. 


Myth 3: A breakthrough new idea. Although some groups came 
up with radical innovations, others took old ideas and tweaked 
them until they achieved success. As we will explore later, their suc- 
cess often depends more on how they implement a new idea or in- 
novate as they execute than it does on the idea or model itself. 


Myth 4: Textbook mission statements. All these nonprofits are 
guided by compelling missions, visions, and shared values. In fact, 
it is their obsession with impact that creates internal alignment, de- 
spite the lack of perfect management. But only a few of these 
groups spend time fine-tuning their mission statement on paper— 
most of them are too busy living it. 


Myth 5: High ratings on conventional metrics. When we looked 
at traditional measures of nonprofit efficiency, such as ratings on 
Charity Navigator, many of these groups didn’t score so well. A few 
garnered only one or two stars out of a total of five. These ratings 
Web sites can tell you which groups have the lowest overhead ra- 
tios, but they can’t tell you which have had the most impact. 

Myth 6: Large budgets. We discovered that size doesn’t matter 
much when it comes to making an impact. Some of these non- 
profits have achieved great impact with large budgets; others have 
achieved great impact with relatively small budgets. And all of them 
have different fundraising strategies. 


As we dismissed the conventional wisdom about what makes 
great nonprofits great, we began to realize that there was a flawed 
assumption underlying our initial research question. When we 
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began this project, we assumed there was something inherent to 
these organizations that made them great. Instead, we learned that 
becoming a great nonprofit is not about building a great organiza- 
tion and then expanding it to reach more people. In fact, growing 
too quickly without adequate investment can cause an organization 
to falter or implode. Although growing an organization can be one 
strategy for increasing impact, it is not the only way these groups 
achieve success. 


THE SIX PRACTICES OF 
HIGH-IMPACT NONPROFITS 


What we learned about these nonprofits astonished us, and in- 
trigued others with long experience in the field. We believe that 
the framework we’ve discovered offers a new lens for understand- 
ing the social sector and what it takes to create extraordinary lev- 
els of social change. Any organization seeking to increase its social 
impact can emulate the six practices that we describe in detail 
below. 

The secret to success lies in how great organizations mobilize 
every sector of society—government, business, nonprofits, and the 
public—to be a force for good. In other words, greatness has more to 
do with how nonprofits work outside the boundaries of their organizations 
than how they manage their own internal operations. Textbook strate- 
gies like relentless fundraising, well-connected boards, and effec- 
tive management are necessary, of course, but they are hardly 
sufficient. The high-impact nonprofits we studied are satisfied with 
building a “good enough” organization and then spending their 
time and energy focused externally on catalyzing large-scale sys- 
temic change. Great organizations work with and through others to 
create more impact than they could ever achieve alone. 

“Give me a lever long enough, and I alone can move the 
world,” is the common paraphrase of Archimedes. These twelve 
groups use the power of leverage to create tremendous change. In 
physics, leverage is defined as the mechanical advantage gained 
from using a lever. In the social sciences, it translates into the abil- 
ity to influence people, events, and decisions. In business, it means 
using a proportionately small initial investment to gain a high re- 
turn. Whatever the definition, we think the concept of leverage 
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captures exactly what great nonprofits do. Like a man lifting a 
boulder three times his weight with a lever and fulcrum, they have 
far more impact than their mere size or structure would suggest 
(see Figure 1.1). They influence and transform others in order to do more 
with less. 

The organizations in this book seed social movements and help 
build entire fields. They shape government policy, and change the 
way companies do business. They engage and mobilize millions of 
individuals and, in so doing, help change public attitudes and be- 
haviors. They nurture larger networks of nonprofits and collabo- 
rate rather than compete with their peers. They spend as much 
time managing external relationships and influencing other 
groups as they do worrying about building their own organizations. 
These high-impact nonprofits are not focused only on themselves 
but also on the relentless pursuit of results. 

After a long process of studying these organizations, of reflec- 
tion and writing, of testing and retesting our thinking, we began 
to see patterns in the ways they work. In the end, six of these pat- 
terns crystallized into the form presented here—the six practices 


FIGURE 1.1. LEVERAGE INCREASES IMPACT. 
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that high-impact nonprofits use to achieve extraordinary impact. 
Although they didn’t all use every single practice, at least ten of the 
twelve groups applied each one, or else we didn’t consider it sig- 
nificant enough to constitute a “pattern.” 

The first four practices are more external; they represent how 
these groups dramatically expand their impact outside the borders 
of their own organizations. Each of these practices influences an 
external stakeholder group with which the nonprofit works so as 
to do more with less. In observing this external focus, we also re- 
alized that working outside the organization entails special practices 
inside that help these nonprofits relate more effectively to their en- 
vironment. This led us to discern two additional internal practices 
that enable high-impact nonprofits to operate successfully in the 
outside world and bridge boundaries. 

More specifically, we learned that great social sector organiza- 
tions do these six things: 


1. Advocate and serve. High-impact organizations don’t just focus 
on doing one thing well. They may start out providing great 
programs, but eventually they realize that they cannot achieve 
systemic change through service delivery alone. So they add 
policy advocacy to access government resources or to change 
legislation, thus expanding their impact. Other nonprofits start 
out doing advocacy and later add grassroots programs to su- 
percharge their strategy. Ultimately, all of them bridge the di- 
vide between service and advocacy, and become good at doing 
both. And the more they advocate and serve, the greater the 
levels of impact they achieve. 

2. Make markets work. Tapping into the power of self-interest and 
the laws of economics is far more effective than appealing to 
pure altruism. No longer content to rely on traditional notions 
of charity or to see the private sector as the enemy, great non- 
profits find ways to work with markets and help business “do 
well while doing good.” They influence business practices, 
build corporate partnerships, and develop earned-income ven- 
tures—all ways of leveraging market forces to achieve social 
change on a grander scale. 

3. Inspire evangelists. Great nonprofits see volunteers as much 
more than a source of free labor or membership dues. They 
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create meaningful ways to engage individuals in emotional ex- 
periences that help them connect to the group’s mission and 
core values. They see volunteers, donors, and advisers not only 
for what they can contribute to the organization in terms of 
time, money, and guidance but also for what they can do as 
evangelists for their cause. They build and sustain strong com- 
munities to help them achieve their larger goals. 

4. Nurture nonprofit networks. Although most groups pay lip ser- 
vice to collaboration, many of them really see other nonprof- 
its as competition for scarce resources. But high-impact 
organizations help the competition succeed, building networks 
of nonprofit allies and devoting remarkable time and energy 
to advancing their larger field. They freely share wealth, ex- 
pertise, talent, and power with their peers, not because they 
are saints, but because it’s in their self-interest to do so. 

5. Master the art of adaptation. All the organizations in this book 
are exceptionally adaptive, modifying their tactics as needed 
to increase their success. They have responded to changing cir- 
cumstances with one innovation after another. Along the way, 
they’ve made mistakes, and have even produced some flops. 
But unlike many nonprofits, they have also mastered the ability 
to listen, learn, and modify their approach based on external 
cues—allowing them to sustain their impact and stay relevant. 

6. Share leadership. We witnessed much charisma among the lead- 
ers in this book, but that doesn’t mean they have oversize egos. 
These CEOs are exceptionally strategic and gifted entrepre- 
neurs, but they also know they must share power in order to be 
a stronger force for good. They distribute leadership throughout 
their organization and their nonprofit network—empowering 
others to lead. And they cultivate a strong second-in-command, 
build enduring executive teams with long tenure, and develop 
highly engaged boards in order to have more impact. 


These organizations employ all, or a majority, of these six prac- 
tices. But they didn’t all start out doing so; some initially incorpo- 
rated only a few practices and added others over time. Some focus 
more on certain levers than others and apply them to different de- 
grees. The key point is that they all use more of these practices, not 
fewer. Rather than becoming mired in bureaucracy or doing what 
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they’ve always done, they continuously move in new directions and 
then build the capacities they need to be effective. They have 
found “levers long enough” to exponentially increase their impact 
by working with and through others. Figure 1.2 illustrates these six 
critical practices and how they fit together. 

When a nonprofit applies all these forces simultaneously, it cre- 
ates momentum that fuels further success. “It’s like pushing a snow- 
ball down a hill,” says one Habitat for Humanity volunteer. “At first 
you have to work at it, and it takes a lot of energy. But once it gets 
going, momentum builds and it starts rolling on its own.” 

Once we identified the six practices and studied them closely, we 
began to see that each of them can interact with the others in mutu- 
ally reinforcing ways. Like a complex organism with interdepen- 
dent components, the whole is greater than the sum of its parts. For 
example, building a network of nonprofits and inspiring evangelists 
give organizations even more force to influence government policy 
or business practices. Through shared leadership, these organiza- 
tions empower others to act on their behalf. Through adaptation, 


FIGURE 1.2. ORGANIZING FRAMEWORK. 
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they remain relevant in an ever-changing environment. In Chap- 
ter Nine, we will revisit how these practices can reinforce each 
other, once we’ve examined how each of them independently cre- 
ates greater impact. 


MAXIMIZING SOCIAL CHANGE 


As we reached the final stage of our research, we asked ourselves, 
Why do these nonprofits harness multiple forces for good, when 
it would be easier to focus on growing and perfecting their own or- 
ganizations? The explanation lies in their unwavering commitment 
to creating real impact. These organizations, and the extraordinary 
individuals who lead them, want to solve many of the biggest prob- 
lems plaguing our world: hunger, poverty, failing education, cli- 
mate change. They aspire to change the world. 

Just as they are driven to achieve broad social change, they have 
an unstoppable desire to create lasting impact as well. They don’t 
want simply to apply social Band-Aids, but rather to attack and 
eliminate the root causes of social ills. It’s not enough for Teach 
For America to raise the test scores of students in its classrooms; it 
seeks to transform the entire educational system. It’s not enough 
for Habitat to build houses; it aspires to eliminate poverty housing 
and homelessness from the face of the earth. It’s not enough for 
City Year to build a few successful youth corps; it wants every young 
person to spend a year serving his or her community through na- 
tional service. 

It is this relentless pursuit of results in the face of almost in- 
surmountable odds that characterizes social entrepreneurship— 
as opposed to nonprofit management. As Bill Drayton, the founder 
of Ashoka, says: “Social entrepreneurs are not content to merely 
give aman a fish, or even teach him how to fish; these entrepre- 
neurs won’t stop until they have revolutionized the entire fishing 
industry.”° At its core, social entrepreneurship is an externally fo- 
cused act. It’s all about results, not processes. And that’s why it some- 
times looks so messy and chaotic from the outside. 

Whether these leaders agree with the label or not, their un- 
derlying mind-set typifies the outlook of social entrepreneurs: they 
create social value; they relentlessly pursue new opportunities; they 
act boldly without being constrained by current resources; they in- 
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novate and adapt; and they are obsessed with results. As Self-Help 
founder Martin Eakes says, “I need to have impact more than I 
need to be right.” If that means checking their egos at the door, or 
even putting their individual or organizational needs second, these 
social entrepreneurs will do whatever it takes. 

“We are extremely pragmatic,” says Gwen Ruta, program di- 
rector of alliances at Environmental Defense. “We’re all about re- 
sults. It doesn’t matter whom we work with if we can get credible 
results. And we’ll use whatever tool it takes to make progress: we 
will sue people, we will partner with business, we will lobby on the 
Hill or educate the public. Every one of these tools is in our tool 
kit, and we deploy the one most likely to get us to our goal.” 

This shared mind-set—an obsession with impact, a pragmatic 
idealism—is what ultimately drives these entrepreneurs to create 
greater social change. And it was their extraordinary impact that 
led us to select their organizations in the first place. We didn’t want 
to study “perfect” nonprofits; instead we looked for organizations 
that had achieved the greatest results. But before we could even 
begin to understand how they have done this, we first had to devise 
a methodology for selecting and studying them. 


OUR METHODOLOGY 


When we began our journey in 2004, our first challenge was to de- 
velop a working definition of what it means to be “high impact” in 
a sector that has no agreed-on metric of success. Defining and mea- 
suring impact in the business world is a lot simpler. When business 
writers set out to identify great corporations, they can measure bot- 
tom-line results or stock performance in relation to the S&P 500 
index of leading companies. With nonprofits, it’s different. Al- 
though the goal is social impact, there is no universal definition of 
what that means, no clear metrics for measuring it, and great vari- 
ation in mission and goals from organization to organization. (See 
Appendix A for more detail on metrics and our methodology.) 
So when we set out to select these organizations, we defined im- 
pact relatively, because it is so contextual. We created a two-part de- 
finition. One part was a measurement of concrete outputs, such as 
the number of people served or products produced. We asked, Did 
the organization achieve substantial and sustained results at the national 
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or international level? The second part of our definition was more 
qualitative. We chose organizations that had impacted a larger sys- 
tem, such as government policies or common practices in their 
fields. We asked, Did the organization have an impact on an entire system? 

One important distinction in our methodology was that we did 
not equate scale of impact with traditional definitions of nonprofit 
growth, which focus on an organization’s presence in multiple com- 
munities or its total budget. A nonprofit can achieve large-scale so- 
cial impact without expanding beyond a single site, a phenomenon 
we observed in several organizations in this book, such as the Her- 
itage Foundation and the Exploratorium. Further, we didn’t want 
to use budget size as an indicator of success, because that would 
be measuring an input (funding), not an output (results), as Jim 
Collins writes in Good to Great and the Social Sectors.” 

At the same time, we chose not to focus on organizations that 
had achieved impact only in their immediate community. There 
are countless groups, such as hospitals, schools, and soup kitchens, 
that are making a difference locally or providing necessary services, 
but their goals are not the same as those seeking to achieve social 
impact more broadly. Similarly, we eliminated international orga- 
nizations that had been founded outside the United States, as the 
social, political, and economic context in which they began was 
markedly different. This doesn’t mean that local groups or inter- 
national nongovernmental organizations can’t apply our findings 
to their contexts—we believe that they too can learn a great deal 
from these high-impact nonprofits. 

Because we were also interested in studying organizations that 
had achieved significant impact relatively quickly, we focused on 
nonprofits founded between 1965 and 1994. These organizations 
have grown from “zero to great” in a short time vis-a-vis their peers, 
and have faced similar social, economic, and political conditions. 
We excluded organizations younger than ten years old when our 
research began, as there was not enough proof that they would sus- 
tain their impact. Nor did we focus on age-old giants like the Amer- 
ican Red Cross, which were founded in the last century and have 
grown over time. 

Finally, we only considered nonprofits with 501(c)(3) status that 
exist primarily to serve the broader public interest. We excluded 
religious organizations, such as churches, and we excluded mem- 
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bership organizations that serve a single group, such as fraterni- 
ties. Last, we eliminated grantmaking foundations, as they do not 
face the same capital constraints as most nonprofits, and we were 
interested in groups that struggle with similar growth challenges. 
Table 1.1 summarizes the criteria we used to determine which or- 
ganizations to include and exclude. 

Once we had defined the parameters of our research, we pur- 
sued a four-phase process, over three years of research, to select 
and study the organizations that fit our criteria. Please see Appen- 
dix A for more detail on these phases. 

Phase 1: National peer survey. In the absence of universal met- 
rics, we turned to other nonprofit leaders to help us select those 
organizations that have had the most impact. We borrowed from 
the playbook of Built to Last, in which Jim Collins and Jerry Porras 


TABLE 1.1. CRITERIA FOR SELECTION. 





Baseline Criteria 


Excluded 





Type of 


organization 


Definition 
of impact 


Scale 


Time frame 


Final sample 


501(c)(3) nonprofit 
Founded in the United 
States 


Has achieved substantial, 
sustained results 

Has created larger 
systemic change 


National or international 
impact 


Founded 1965-1994 


Deliberately selected a 
diverse sample in terms 
of issue area, geograph- 
ical location, size, and 
business model 


e Churches, membership 
organizations 

e Grantmaking 
foundations 

e Organizations founded 
abroad 


e Impact at both levels 
not substantiated or 
sustained 


e Only local impact 


e Founded before 1965 
or after 1994 


e Some organizations 
that met all other 
criteria were not 
included 





28 FORCES FoR GOOD 


surveyed Fortune 500 CEOs and Inc. 100 entrepreneurs to nomi- 
nate the “most visionary” companies.® Similarly, we surveyed nearly 
twenty-eight hundred executive directors of nonprofits, including 
the leaders of the largest nonprofits listed in the Chronicle of Phil- 
anthropy 400, making sure this sample was representative of the 
sector in terms of organizational size, geographical location, and 
diversity of issue areas. We asked these leaders to nominate up to 
five nonprofits that “have had the most significant impact at the 
national or international level in the last thirty-five years,” and to 
tell us why. We received more than five hundred responses and 
hundreds of nominations from our online survey. 

Phase 2: Field-expert interviews. We then vetted the nomina- 
tions with more than sixty experts from various fields of the social 
sector, such as education, the environment, and so on. (See Appen- 
dix B.) We selected experts on the basis of their deep knowledge of 
a particular area and because they represented a relatively objective 
point of view as journalists, academics, foundation staff, or thought- 
leaders. Our field experts participated in two rounds of interviews, 
during which they analyzed, discussed, and helped us rank the nom- 
inated organizations. They also suggested organizations that had sub- 
stantial impact but that are less broadly known or didn’t come up 
on the peer survey. 

Combining the peer survey results, the field-expert interviews, 
and additional data culled from public sources, we narrowed down 
the list to about thirty-five nonprofits that had demonstrated the 
most significant impact. From that group, we selected twelve or- 
ganizations that represented a broad cross-section of the nonprofit 
world. We deliberately selected a diverse portfolio of nonprofits for 
further study, picking those with varying funding mixes, organiza- 
tional structures, program offerings, issue areas, and geographical 
locations. We felt that the patterns of success that emerged across 
a diverse group would be more robust and more useful to the sec- 
tor as a whole. 

Phase 3: Case study research and analysis. We then studied 
these twelve organizations in depth for over a year in order to un- 
derstand how they achieved great impact. For each nonprofit, we 
compiled all the available public information we could find (arti- 
cles, books, case studies, information on Web sites); interviewed 
on average twelve senior managers, board members, and the 


Forces FoR Goop 29 


founder or CEO (see Appendix D for a list of all interviewees by 
organization); conducted site visits to the headquarters, and to af- 
filiate sites when possible. We also asked for, and studied, volumes 
of internal information, such as annual reports, high-level finan- 
cial statements going back to the founding year, compensation lev- 
els, and organizational charts. In the interviews, we asked a broad 
range of questions, touching on management, marketing, strategy, 
governance, leadership, operations and programs, and fundraising 
(see Appendix C for a list of sample interview questions). We also 
asked open-ended questions about how the nonprofits achieve im- 
pact. Next, we summarized the data from each organization, not- 
ing themes within each case. 

Phase 4: Pattern identification and testing. Finally, we analyzed 
all the case study data to identify patterns, or practices, that cut 
across the organizations and that we believed had contributed to 
their phenomenal impact. As patterns emerged, we engaged in an 
iterative process, testing themes against the data, referring back to 
our conversations with field experts, and drawing on our knowledge 
of nonprofit management practices and literature. We also field 
tested our hypotheses through working sessions with practitioners 
and thought-leaders. We wanted to confirm that the patterns we saw 
differentiated these nonprofits from the average organization. We 
also looked for new insights and deliberately avoided focusing on 
the obvious, such as “diversify your funding.” This iterative process 
helped refine our thinking, and often led us to go back to collect 
more data or to test hypotheses. From these patterns, we eventually 
distilled the six practices that we present here. 


In the next chapter, we introduce the first of these six practices 
and explore how high-impact nonprofits use the power of policy 
advocacy to dramatically increase social change. We invite you to 
dive in. We believe you'll be as intrigued by these findings—and 
these extraordinary nonprofits—as we were. 





CHAPTER TWO 











ADVOCATE AND SERVE 


A school bus driver walked into Self-Help’s offices in Durham, 
North Carolina, one day in 1998 looking for some advice on refi- 
nancing his mortgage. A recent widower, the man was raising his 
only daughter in a house he had built with his now-deceased wife. 
But with only one modest income, he was struggling to make his 
payments and was only a month away from losing his home. 

Several Self-Help staff members examined the man’s financial 
documents. They were puzzled: he had a $44,000 mortgage, fi- 
nanced at a fairly high interest rate of 14 percent.' But that wasn’t 
all. When they looked closer, they discovered that his actual loan 
amount was only $29,000. The lender had tacked on $10,000 in 
“credit insurance” and $5,000 in fees—a 50 percent increase in the 
mortgage. 

Self-Help’s staff had never seen anything like this in their fif- 
teen years of making loans to low-income families. Founder Martin 
Eakes recalls meeting the man: “He was a big, African American 
guy, and he looked at me and said, ‘I can’t lose this house because 
I helped build it with my own hands—it’s the only connection my 
nine-year-old daughter has with her mother who passed.’” Eakes 
was outraged: “These lenders were able to do what a criminal in 
the dead of night could not do with a gun—steal his home.” 

Eakes and Self-Help agreed to help the bus driver. When the 
nonprofit’s efforts to speak with the lender failed, it helped him 
sue the company instead. Eventually the bus driver won the suit 
and was able to keep his home. Although the legal victory was en- 
couraging, the encounter had uncovered a disturbing trend. 


30 


ADVOCATE AND SERVE 31 


Self-Help learned that approximately ten thousand North Car- 
olinians were losing their homes to predatory lenders each year. 
These lenders targeted low-income borrowers—poorly educated, 
minority, or elderly people who were most vulnerable to decep- 
tion—overloading loans with excessive fees and high rates. These 
extra charges virtually ensured that the borrowers would default. 

“Their practices made a mockery of everything we had worked 
for in the last twenty years,” says Eakes, who founded Self-Help to 
build the wealth of low-income residents in North Carolina. Eakes 
vowed that Self-Help would aggressively fight predatory lending. 
He quickly realized that educating thousands of borrowers would 
never work, so he decided instead to advocate for stronger industry 
regulation. 

Self-Help first lobbied Congress to close loopholes in the 
Home Ownership Protection Act. When it became clear that 
changing federal law would be difficult, the nonprofit went back 
to its home turf in North Carolina, where the organization had re- 
gional relationships and influence, as well as local lobbying expe- 
rience from its work in the areas of charter school and housing 
financing. 

Self-Help mobilized a statewide coalition of seventy allies that 
included credit unions, churches, and local affiliates of the Amer- 
ican Association of Retired Persons and the National Association 
for the Advancement of Colored People. It pitched stories about 
the campaign to the regional press. And Eakes convinced several 
of North Carolina’s most powerful banks that it was their moral re- 
sponsibility to support new legislation. 

The organization’s advocacy efforts paid off in 1999, when the 
state enacted the landmark North Carolina Anti-Predatory Lend- 
ing Law, which curtailed abusive lending without limiting the 
amount of credit available to low-income borrowers. Soon groups 
around the country contacted Self-Help for assistance in passing 
similar legislation in their states. Eakes realized that if Self-Help 
wanted to stop predatory lending nationally, it would need to ac- 
tively assist groups in other states. In 2002, Self-Help launched the 
Center for Responsible Lending, a national subsidiary that con- 
ducts research, advocates for policy reform at both the state and 
federal levels, and helps state-based groups change lending laws. 
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What started over twenty-five years ago as a local effort to build 
home ownership among North Carolina’s neediest citizens has 
since grown into a formidable force for national policy reform. 
Through its direct programs, Self-Help has provided more than 
$4.5 billion in loans to fifty thousand families; and another three 
thousand loans to small businesses and community facilities. And 
through its advocacy efforts, it has helped pass anti-predatory lend- 
ing laws in twenty-two states, leading to the protection of billions 
in assets belonging to the nation’s most vulnerable citizens. Self- 
Help has combined service and advocacy to achieve extraordinary 
social change. 


SERVICE MEETS ADVOGACY 


Most organizations in the social sector can be divided into two 
camps: direct service organizations that run programs in local com- 
munities, and advocacy organizations that raise public awareness 
and push for policy reform. In the field of women’s issues, it’s the 
difference between Junior League volunteers serving in shelters 
for battered women and the National Organization for Women 
fighting for equal pay and abortion rights. Both organizations aim 
to improve the lives of women, but they go about achieving that 
goal in markedly different ways. 

Over the course of our research, however, we found something 
surprising and counterintuitive: high-impact nonprofits engage in 
both direct service and advocacy. They bridge the divide. The or- 
ganizations we studied conduct programs on the ground and 
simultaneously advocate for policy change at the local, state, or na- 
tional level. Providing services helps meet immediate needs, such 
as feeding the hungry or housing the poor; advocacy helps reform 
larger systems by changing public behavior or creating govern- 
mental solutions. 

In its broadest sense, the term advocacy refers to activism 
around an issue like the environment or education reform. It can 
involve many activities, from mobilizing voters to pitching media 
stories to influencing elected officials and the political process. 
Sometimes the goal is to change laws or public policy; other times 
it is to change public behavior. Policy advocacy, also known as lobby- 
ing, refers to specific efforts to change public policy or obtain gov- 
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ernment funding for a social program, and it is the focus of this 
chapter. 

Lobbying can have negative associations, evoking images of 
fat-cat power brokers lunching in fancy restaurants with policy- 
makers on Capitol Hill. What constitutes lobbying in the social 
sector can be confusing, but a law passed by Congress in 1976 
recognized lobbying as an “entirely proper function of nonprof- 
its.” It generally expanded nonprofits’ ability to lobby without 
jeopardizing their tax-exempt status, while also imposing clear 
limits. (For a comprehensive overview of nonprofit lobbying, see 
INDEPENDENT SECTOR’s The Nonprofit Lobbying Guide.) 

Even though policy advocacy can be an incredibly powerful 
tool for large-scale social change, many nonprofits shy away from 
it. Sometimes they are unclear about the regulations that enable 
them to advocate, or they fear becoming too politicized and alien- 
ating critical supporters. Advocacy is difficult to manage and re- 
quires different organizational skills than those needed to provide 
direct services. Further, it is challenging to measure results. Many 
leaders fear that engaging in both service and advocacy can lead 
to mission-creep, and conventional wisdom dictates that nonprof- 
its should focus on one or the other. 

Thus it’s even more surprising that all the organizations in our 
book have engaged in both. Although most groups started out as di- 
rect service providers, at some point they all realized that if they 
wanted to create more significant systemic change, they needed to 
influence the political process. 


A VIRTUOUS CYCLE 


As we examined more closely how and why organizations engaged 
in both policy advocacy and direct service, we discovered that si- 
multaneously doing both creates a virtuous cycle. Rather than caus- 
ing the organization to lose focus or decreasing its impact, the two 
together can create impact that is greater than the sum of the parts. 

By operating programs, organizations gain a firsthand view of 
the problems facing their constituents, enabling them to see their 
impact directly. They are “close to their customer.” Nonprofits that 
provide services create local solutions, which can then inform their 
policy positions. They can see what’s working on the ground and 
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what’s not, modifying their approach as necessary. In the process 
of developing a large network of affiliates, working in coalitions, 
and engaging individuals through direct programs, organizations 
also gain a constituency of members and allies that they can mo- 
bilize—as we’ll see in Chapters Four and Five. They have the real 
power of votes behind their political positions. 

On the flip side, when engaging in advocacy nonprofits some- 
times discover new policy solutions that can be implemented 
through their programs. When they are successful in passing new 
legislation, groups gain the credibility that comes with having the 
government support their positions. And sometimes, by advocat- 
ing for federal or state funding, they receive additional resources 
to support the replication of their programs. 

When their policy is informed by direct service and their pro- 
grams are informed by policy work, these organizations are more 
effective at both (see Figure 2.1). 

To take one example of how programs inform policy, the Na- 
tional Council of La Raza (NCLR) based its federally funded NCLR 
Home-ownership Network on an innovative pilot project that 


FIGURE 2.1. COMBINING ADVOCACY AND SERVICE INCREASES IMPACT. 
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NCLR and a few of its Arizona affiliates had developed. The orig- 
inal program, which offered financial counseling to Latinos before 
they purchased their first home, significantly increased home own- 
ership and reduced loan delinquency and foreclosures.* So NCLR 
decided to scale up the model by lobbying the Department of 
Housing and Urban Development (HUD) for funding to imple- 
ment the program nationally. Today, forty affiliates in fifteen states 
receive HUD grants and technical assistance from NCLR to im- 
plement the model. Thousands of Latino home owners have been 
created nationwide as a direct result of the Home-ownership Net- 
work. The resulting federal funding now supports similar programs 
sponsored by other nonprofits, such as ACORN, Catholic Chari- 
ties, and the National Urban League. 

The synergy also flows in the other direction when policy re- 
search or advocacy leads to the creation of new programs. When 
NCLR’s policy analysis shed light on deficiencies in Latinos’ edu- 
cation, for instance, the work led to the creation of Project EXCEL 
(Excellence in Community Education Leadership), which offered 
bilingual civics, math, and science curricula for after-school programs 
in twenty Hispanic communities. The EXCEL program ultimately led 
to the creation of NCLR’s national charter school network, which fo- 
cuses on creating educational opportunities for Latino students. If 
NCLR hadn’t been engaged in education policy research, it might 
not have seen the gap that this program addressed—and which ulti- 
mately formed the base for a much larger project. 

NCLR’s decision to take on both activities from the outset went 
against the conventional wisdom. “There was this audacious vision: 
to do policy advocacy and try to have a program footprint that 
speaks to the community directly,” says Charles Kamasaki, NCLR 
senior vice president. “It’s contrary to most management texts, and 
it has had its costs. But when they work in sync and come together, 
it allows us to get more done.” 

Unfortunately, such combined policy-program approaches are 
not common in the nonprofit sector. More typically, policy analy- 
sis and program implementation are decoupled. In one scenario, 
a think tank publishes research on an issue, which advocacy groups 
then market to the public and politicians, who in turn create leg- 
islation. Once a law is passed, the government then contracts with 
community-based groups to deliver the service. 
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Sound complicated? It is—and it’s often less effective. “The 
idea generators and implementers end up separated by several lay- 
ers of public policymaking,” explain the authors of High Perfor- 
mance Nonprofit Organizations.* Often, public interest groups or 
think tanks will conduct research on an issue, but because they 
have no experience running programs on the ground, their hy- 
potheses remain theoretical. These organizations also lack ways to 
translate the insights gained from project implementation into leg- 
islative changes. 

In Self-Help’s case, its experience making direct loans un- 
earthed the first signs of lending abuse. It quickly realized that 
predatory lending could undermine its efforts to build wealth 
among low-income populations, and it saw the market failures as 
they arose. Because Self-Help was in the business of making loans, 
it gained credibility among other financial industry players who it 
could engage as evangelists for legal reform. Large banks and 
politicians saw that the organization understood the marketplace. 
It also had enormous political influence in North Carolina, be- 
cause it engaged thousands of individuals through a vast network 
of nonprofit allies. 

Self-Help could have maintained its original focus on provid- 
ing services in the form of loans to low-income clients, and in the 
process it would have slowly chipped away at the ten-to-one wealth 
gap between American minorities and whites, one home at a time. 
But the worst elements of the lending industry would have even- 
tually undermined its best efforts. Ultimately, Self-Help had to turn 
to politics to regulate the industry and become a force for greater 
good. 


THREE WAYS TO BRIDGE THE DIVIDE 


Like Self-Help, many of the organizations we studied started out 
primarily providing direct services, and only ramped up their ad- 
vocacy initiatives later. A few, such as The Heritage Foundation and 
the Center on Budget and Policy Priorities, did the reverse: they 
started out pushing for national policy reform, and later added 
programs in order to reach the state and local levels. Organizations 
like City Year and NCLR combined direct service and policy advo- 
cacy from the start. They believed early on in the wisdom of doing 
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both, even when the strategy contradicted notions widely held in 
the nonprofit world. 

The larger point is that each of these twelve nonprofits, at 
some stage in its evolution, realized that engaging in both service 
and advocacy could expand its impact. Each, however, followed one 
of three general paths to get there (see Figure 2.2.). 


START WITH SERVICE, ADD ADVOCACY 


The largest cluster of organizations in this book began with direct 
service, or programs, and adopted policy advocacy well after they 
were founded. They all reached a point at which they realized the 
limitations of operating programs alone, although the events that 
triggered the shift varied from organization to organization (see 


FIGURE 2.2. ADVOCACY-SERVICE EVOLUTION. 
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Table 2.1.). However, the underlying reason they decided to en- 
gage in advocacy was the same: to have more impact on the prob- 
lems they were trying to solve. 

For America’s Second Harvest-The Nation’s Food Bank Net- 
work, the defining moment came when a crucial federal program 
was threatened with extinction. After the Republicans gained con- 
trol of both the House and Senate in 1994, the legislative branch 
was gridlocked in its effort to balance the budget and reduce the 
federal deficit. The Temporary Emergency Food Assistance Pro- 
gram (TEFAP)—a $40 million federal food assistance program, 
which channeled funding to local food banks and shelters—was 
on the short list to be cut completely. Sister Christine Vladimiroff, 
then president and CEO of America’s Second Harvest, knew that 
she had to do something quickly to protect the program. 

America’s Second Harvest was originally founded as a network 
of food banks that facilitate the donation and distribution of food 
to churches, soup kitchens, shelters, and local charities that help 
the poor. For years, many of its local directors felt uncomfortable 
getting involved in public policy advocacy. Some food bank mem- 


TABLE 2.1. ADVOCACY CAN START AT ANY TIME. 





Organization, When Formal Policy 
Year Founded Advocacy Operation Began 





America’s Second Harvest Government Relations and Public Policy 
1979 Department created after the 1996 
Welfare Reform Act 


Habitat for Humanity Advocacy Task Force established in 2005 

1976 

Self-Help Director of policy hired in 1995; the 

1980 Center for Responsible Lending launched 
in 2002 

Share Our Strength End Childhood Hunger campaign 

1984 launched in 2004 

Teach For America Research and Public Policy Department 


1990 created in 2002 
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bers were restricted by their boards, others weren’t familiar with 
federal guidelines, and some thought “public policy was unseemly,” 
says Eleanor Thompson, director of government relations for 
America’s Second Harvest. “They saw themselves as direct service 
providers,” she says of the local food banks. 

Sister Christine changed all that. She knew that if she didn’t 
do something to save federal programs like TEFAP, her network 
would be inundated with even more hungry people. She went 
straight to the top, hiring Doug O’Brien, a key staff member on a 
Senate Agriculture, Nutrition and Forestry Committee with deep 
experience on food and poverty issues, to lead the defense of the 
federal food program. O’Brien assisted Sister Christine in prepar- 
ing testimony, developing a legislative strategy, and speaking be- 
fore members of Congress. He later helped draft legislation to 
protect TEFAP, and shepherd it through the Congress. 

In 1996, the nonprofit played another critical advocacy role by 
shaping the proposed welfare reform legislation. The original ver- 
sion of the legislation would have drastically reduced funding for 
the Food Stamp Program and eliminated funding for other im- 
portant programs feeding the poor. Ultimately, lobbying efforts by 
America’s Second Harvest and others helped make TEFAP a 
mandatory part of the budget through funding under the Food 
Stamp Program, helped secure food donations for food banks, and 
helped low-income people transition off welfare. 

Changes proposed by America’s Second Harvest to the welfare 
reform legislation also led to an expanded role for local nonprofit 
agencies in distributing government-sponsored food donations. 
Prior to welfare reform, many states distributed TEFAP commodi- 
ties directly—often out of the back of trucks, with people lining up 
in parking lots for free “government cheese.” Under the new pol- 
icy, Second Harvest food banks, pantries, soup kitchens, and shel- 
ters replaced the government’s rudimentary food distribution 
system. The nonprofit also was able to use the government food to 
augment private food donations, which were at times uneven, so 
that hungry people had more consistent access to food. 

Since America’s Second Harvest began its advocacy efforts, an 
estimated $400 million more in federally sponsored commodities 
now flow to the needy each year, or more than ten times the 
amount that was originally threatened in 1994. After the Welfare 
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Reform Act of 1996, America’s Second Harvest and its food banks 
played a seminal role in preventing any further cuts to the nation’s 
food stamp or child nutrition programs. In fact, the 2002 farm bill 
and the 2004 child nutrition reauthorization bill both provided bil- 
lions in new money for food assistance programs. “Nineteen ninety- 
six was a watershed year,” says O’Brien. “It showed the antihunger 
community that we have to be united, speak effectively with one 
voice, and we have to vigorously fight these things.” 

Of course, America’s Second Harvest can’t claim sole credit for 
all these legislative wins. Other antihunger advocates, such as the 
Center on Budget and Policy Priorities and the Food Research and 
Action Center (FRAC), were also pushing for similar legislation. 
But 1996 was a critical victory, due in large part to the leadership 
and advocacy efforts of America’s Second Harvest. 

The group attributes much of its success in advocacy to the size 
and power of its food bank network, combined with its direct ser- 
vices, such as local programs and research. The fact that there is a 
food bank in every congressional district in the country is not lost 
on elected officials, either. “Recently, the President recommended 
cutting food stamps in the Budget Act. I was in Minnesota with 
Senator Norm Coleman, and he and other Republican senators 
said they would not support the President’s position on cutting 
food stamps, and that their position was not negotiable,” explains 
O’Brien. “He had heard from food banks back home in Minne- 
sota. They were adamant: there can be no food stamp cuts as part 
of budget reconciliation.” 

As for the formerly resistant food banks in the America’s Sec- 
ond Harvest network, they changed their view of advocacy when 
they saw the direct impact it could have on their bottom lines— 
more food to feed needy people in their communities. 

Since its initial welfare reform victories, the group’s advocacy 
efforts have grown ever stronger. Under the leadership of Bob For- 
ney, who was CEO from 2001 to 2006, the public policy division of 
America’s Second Harvest expanded to include five full-time staff 
members in Washington, D.C., and three in Chicago. “Initially, we 
thought we should stick to what we know best—finding and dis- 
tributing food,” explains Forney. “Then over twenty-five years we 
shifted dramatically, and now everybody understands that we can’t 
solve hunger in America without the government playing a role.” 
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START WITH ADVOCACY, ADD SERVICE OR PROGRAMS 


A few of the organizations in this bobok—Environmental Defense, 
The Heritage Foundation, and the Center on Budget and Policy Pri- 
orities—started out primarily advocating for policy change, and only 
later added direct service or programs. For all three organizations, 
policy advocacy is a critical component of how they achieve social 
impact, and not just a means of obtaining government funding. 

When Environmental Defense’s founding scientists wanted to 
stop the use of the pesticide DDT, they sued companies and gov- 
ernment agencies to end the practice, and they lobbied for new 
federal regulations.’ Although the organization’s approach of “Sue 
the Bastards” (its informal motto for the first few years) was effec- 
tive, Environmental Defense realized that it could have even more 
impact if it helped create model environmental programs at the 
state and local levels to inform its advocacy efforts. 

It started experimenting with trading permits for water in Cal- 
ifornia, creating incentives for utilities to promote conservation in- 
stead of new generation, and later developed cap-and-trade 
programs to reduce air pollution (see Chapter Three for more 
details). The organization uses these local experiments to test its 
policy ideas on the ground and perfect them. For instance, Envi- 
ronmental Defense designed a cap-and-trade program for U.S. in- 
dustries geared to eliminate acid rain in the Northeast by reducing 
sulfur dioxide emissions. It has since parlayed this regional ex- 
perience into advocacy efforts at the international level. Sharply 
reducing acid rain proved to be the platform on which Environ- 
mental Defense could build its international advocacy efforts to ad- 
dress climate change. 

Starting out with policy advocacy is particularly effective when 
an organization is relatively small in relation to the level of impact 
it seeks to achieve. The Center on Budget and Policy Priorities, for 
example, operates on an annual budget of less than $15 million— 
one of the lowest of the groups we studied—but it has influenced 
federal and state policies and budget decisions that have affected 
the lives of millions of low-income Americans. It’s a great example 
of getting more bang for your buck. 

In the beginning, the Center focused exclusively on analyzing 
how federal legislation and budget decisions affected low-income 
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and working poor populations. One of its earliest achievements 
was its pivotal behind-the-scenes role in expanding the Earned In- 
come Tax Credit (EITC) in 1984 and again in 1986. The Center 
has also had substantial impact on food stamp policy. For exam- 
ple, 90 percent of the policy provisions included in the 2002 leg- 
islation reauthorizing the food stamp program were the ones that 
the Center helped design; these changes have boosted participa- 
tion significantly.” 

Although the Center was incredibly effective with policy re- 
search and advocacy at the federal level, it soon realized that the 
intended beneficiaries of its reform efforts would still suffer if these 
programs were not implemented correctly at the state and local 
levels. So the Center also developed outreach programs to inform 
and train local partners on how to implement the policies it helped 
pass. It now operates several major outreach campaigns to help 
working poor families receive two key public benefits: low-income 
tax credits and children’s health insurance. 

For instance, the 1986 Tax Reform Act increased EITC bene- 
fits and made more working people eligible for the credit, among 
other changes. The catch? Beneficiaries of the program had to do 
more to access these benefits, such as file a special form to get the 
EITC. The Center realized that many EITC benefits would go un- 
claimed because the intended recipients either wouldn’t realize 
they were eligible and thus would not file an income tax return, or 
wouldn’t know how to claim the benefits. This would result in an 
enormous missed opportunity to help low-income and working poor 
people. 

So the Center took action. It mobilized its network of state-based 
policy and service groups to participate in a massive grassroots ed- 
ucation campaign, targeting America’s most needy populations. 
More than six thousand nonprofits, government agencies, and 
businesses have joined this nearly two-decade effort, which the 
Center describes as “the nation’s largest sustained private cam- 
paign to promote a public benefit.” Participants include governors, 
mayors, labor unions, trade associations, day-care centers, and com- 
munity development corporations. The result of this coordinated 
program has been that millions more low-income and working 
poor people are now aware of, and know how to access, this criti- 
cal tax benefit designed to help them. 
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The success of this campaign confirmed for the Center the im- 
portance of combining programs on the ground with national 
policy research and advocacy. Even though the Center did not orig- 
inally set out to provide grassroots programs, it realized that all its 
policy advocacy efforts would be for naught if they failed to put 
federal benefits within reach of America’s most disadvantaged pop- 
ulations. “If nobody stepped up to the plate to do this, the ramifi- 
cations would be huge. If no one else was going to, then we had 
to,” says Bob Greenstein, founder and director of the Center. 


COMBINE SERVICE AND ADVOCACY FROM THE OUTSET 


Four of the organizations we studied employed service and advo- 
cacy from the outset, or early on in their evolution. The Explora- 
torium and YouthBuild USA both approached the government 
early for funding to expand their programs or models. City Year 
and National Council of La Raza have adopted policy advocacy as 
a means of both obtaining funding and influencing larger policy 
decisions that affect young people or Latinos. Regardless of their 
motives, these four nonprofits were enlightened enough to recog- 
nize the power of engaging in both advocacy and service, and re- 
sisted the pressure to specialize. 

Within these organizations, we observed two main patterns. 
Leaders knew that replicating programs site by site, with private 
funding, would never propel them to the level of change they were 
seeking. So they focused on influencing national policy while 
building their organizations, or in some cases, as a means of ex- 
panding their organizations with federal funding. These leaders 
also shared a common philosophical belief that government 
should be a part of the solution. Policy reform sends a signal to the 
nation that the changes these organizations propose are important 
enough for society as a whole to adopt. 

The National Council of La Raza (NCLR) demonstrates ele- 
ments of both patterns. NCLR was formed in 1968, in the wake of 
the civil rights movement, to provide grassroots services such as 
health care, education, and housing assistance to Latinos. The 
nonprofit also advocated for Hispanic civil rights by promoting 
laws to ensure them equal access to housing and jobs, and to 
reduce racial discrimination. From the outset, its founders had a 
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vision of both strengthening communities and advocating for 
larger policy change. 

With early Ford Foundation funding, NCLR helped launch 
and support seven affiliate organizations in three southwestern 
states. It subgranted funds to these organizations to build local 
Latino leadership capacity and to support such activities as voter 
registration drives, economic empowerment programs, and local 
advocacy. But when Congress passed tax reform in 1969, it created 
a hostile climate for foundations that funded advocacy nonprof- 
its. Ford withdrew its support for all NCLR activities except direct 
programs. 

Raul Yzaguirre, hired as NCLR’s director a few years later, knew 
he had to find a way to continue this advocacy work. He helped 
NCLR diversify its funding base by cultivating corporate partners 
and charging for events, such as its annual conference. By 1975, 
NCLR had established an Office of Research and Policy Analysis 
to focus on the “Hispanic data gap.” (Little was known at the time 
about the Latino population; 1980 was the first year that “His- 
panic” was even included as a category in the U.S. Census.) NCLR 
broke new ground in policy research, which it used to influence 
critical legislation over the next two decades in the areas of hous- 
ing, immigration, job training, and foreign trade. For example, 
NCLR produced influential studies that shaped such legislation 
as the National Affordable Housing Act of 1990 to include bene- 
fits for Latinos. 

But by the 1980s, the pendulum had swung back. NCLR had 
become so effective at policy analysis and advocacy that some mem- 
bers of its board pushed the organization to eliminate affiliate and 
other programs. “First, getting the board to approve our public 
policy approach was hard—we won by one vote,” recalls Yzaguirre. 
“Then five years later, there was a move to remove programs. So 
we had to fight with our board to keep both.” 

Despite external and internal pressures to specialize, NCLR’s 
senior leaders stood their ground. “My thought was, you couldn’t 
be good at either one of them if you couldn’t see them both,” says 
Yzaguirre. “Programs inform your public policy and give you the 
means to change it; and if you didn’t have policy, you make your 
programs less potent.” 

Today NCLR is the nation’s leading voice for the Hispanic com- 
munity, recognized for both its successful advocacy initiatives and 
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its direct service programs. It earned its stripes by conducting un- 
paralleled policy advocacy efforts at the federal level, while also 
building and serving a national network of three hundred affili- 
ated community-based organizations. NCLR also delivers programs 
on the ground and through its network, in such areas as education, 
workforce development, public health, legal and immigration ser- 
vices, and more. By refusing to choose between advocacy or service, 
NCLR has become a formidable force for social change. 


WHAT'S HOLDING NONPROFITS BACK? 


For every nonprofit that combines advocacy and service, there are 
many more that don’t. Organizations that have traditionally fo- 
cused on providing direct programs and services can find that the 
leap into advocacy requires significant change. There are real risks, 
as well. They face the possibility of losing key volunteers or donors. 
“The fear is that people who will pick up a hammer will not tran- 
sition to voting on an issue,” says Stephen Seidel, a member of 
Habitat for Humanity’s advocacy task force. “People don’t like pol- 
itics. We wonder, if we go down that road, will we lose folks?” 

Some leaders also worry that they will lose corporate support if 
they become too political. After all, many corporations are wary of 
being associated with any group that takes a polarizing position on 
an issue. To address this challenge, NCLR manages the expectations 
of its corporate partners: “Any time we sign on with a company, we 
tell them, ‘We only take positions that make sense for the Latino 
community,” says Emily Gantz McCay, former senior vice president. 
“We are always clear about being an advocacy group first.” 

An organization also has to walk a tightrope of building the 
skills necessary to engage in advocacy, while continuing to provide 
services (or vice versa). “Advocacy is very difficult to manage,” ad- 
mits Eric Stein, Self-Help chief operating officer. “If you are man- 
aging a loan program, there are very discrete, quantifiable parts to 
the process. It’s very clear where everybody plugs in, and it’s clear 
what the goal is—to make a good loan.” But advocacy is a less cut- 
and-dried activity that entails pursuing multiple goals, playing 
different roles in competing arenas, and taking substantial risks, 
he says. 

Precisely because advocacy often requires work in coalitions 
with others, it can become difficult to claim credit for success. And 
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it’s hard to quantify—which has indirect implications for fund- 
raising. “Advocacy creates challenges for us in terms of measuring 
impact,” says Habitat’s Seidel. “It’s easier to count houses than mea- 
sure the impact of anyone’s advocacy.” 

Given all these obstacles, it’s not surprising that many leaders 
decide to stay focused on providing services or growing their own 
organizations. But when an organization’s attention to perfecting 
its own programs overwhelms its focus on achieving long-term so- 
cial change, it enters the “social entrepreneur’s trap.” This is when 
a nonprofit “seeks to improve or expand its own programs at the 
expense of not leveraging the organization’s expertise and other 
capabilities for field-building, policy-making and broader societal 
change,”® writes Michael Brown, cofounder of City Year. 

Although there are times in every organization’s life cycle when 
it must build internal capacity or shore up its programs, nonprofit 
leaders should not do so at the expense of engaging in other ac- 
tivities that advance their larger cause. The social entrepreneurs 
who run these twelve organizations avoid this trap; they understand 
that they must do more than scale out their own programs if they 
are to have more impact. They accept the fact that engaging in ad- 
vocacy may not always yield direct benefits for their own organiza- 
tion—but nevertheless advances their larger cause. 


FIVE PRINCIPLES FOR 
SUCCESSFUL POLICY CHANGE 


As we've seen in this chapter, organizations have adopted policy 
advocacy in multiple ways and for many reasons. Tactically, how- 
ever, they share a number of traits that we believe have made them 
extraordinarily successful at combining both approaches.? 


BALANCE PRAGMATISM WITH IDEALISM 


All the organizations we studied embody the paradoxical concept 
of “practical idealism.” They are all guided by strong ideals, but few 
of them are ideological purists. They would rather win than be 
right. Unlike radical socialists in the 1930s or New Left activists in 
the 1960s, who protested “the system,” these nonprofits temper 
their idealism with pragmatism. Yet they won’t go so far as to com- 
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pletely sell their souls—they are able to strike a balance between 
achieving results and maintaining their integrity. It’s a delicate and 
never-ending dance. 

They are pragmatic above all because they are focused on cre- 
ating solutions rather than on simply drawing attention to prob- 
lems. None of the high-impact nonprofits that we studied use 
extremist tactics to achieve social change. “We offer a solution to 
significant problems that people want to solve,” says Dorothy Stone- 
man, president of YouthBuild USA. “Rather than protest the way 
things are, our strategy was to offer solutions and work in a so- 
phisticated way to influence Congress.” 

These groups have figured out how to work within the system 
to change the system, and have found ways to create answers to so- 
cial problems that appeal to the political center. Environmental 
Defense, for example, finds “the ways that work” in order to make 
progress toward its larger goals. Historically, some prominent en- 
vironmental organizations have used more radical, oppositional 
tactics to highlight problems, such as Greenpeace seizing whaling 
ships or Earth First! activists chaining themselves to trees. Whereas 
these activists stand outside the system, criticizing global capital- 
ism or the current political administration, Environmental Defense 
and the organizations we studied make a point of working within 
the current economic and political reality. 

“We are literally finding the ways that work, against a back- 
ground of the environmental movement that has lost its way with 
mainstream America,” says David Yarnold, executive vice president. 
“The Greenpeaces of the world are the face of the environmental 
movement, but they don’t represent who we are—we’re a well-kept 
secret.” 

Our point is not that more radical approaches don’t lead to so- 
cial change. They absolutely do, by attracting media attention and 
raising public awareness of a problem. But these tactics can some- 
times limit the long-term effectiveness of radical groups—a theme 
that came up often in our field-expert interviews when we were se- 
lecting organizations to study. To achieve maximum influence with 
a majority, as measured by the number of supporters alone, you 
must appeal to a broad political center rather than take a polariz- 
ing position. Put another way, the circle of supporters for a radical 
group will usually be smaller than for a centrist group that appeals 
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to both sides of a debate. Stray too far in one direction, and a non- 
profit risks alienating individual volunteers, donors, or corporate 
supporters, and thereby diminishing the long-term impact it can 
achieve. 


PRACTICE PRINCIPLED BIPARTISANSHIP 


Just as these groups are able to work within the system, they are 
also adept at remaining bipartisan in their advocacy efforts—not 
just in rhetoric, but in reality. They put their issue above party pol- 
itics and will work with whomever can help them achieve their 
goals. “We take the requirement to be bipartisan seriously, because 
we are required to do it, but also because it is necessary to do it,” 
says Cecilia Muñoz, vice president at NCLR. 

To navigate America’s two-party political system successfully, 
most of these organizations work closely with both Republicans 
and Democrats on crafting legislation or public policy. “If you con- 
trast us to [some other green groups], they think the best way to 
protect the environment is a change of [political] administration,” 
says Gwen Ruta, corporate partnership director at Environmental 
Defense. “They may be right, but our goals are much more practi- 
cal. We’ll work with whoever is in power.” 

When major green groups widely criticized the George W. 
Bush administration for its stance on environmental issues, Envi- 
ronmental Defense president Fred Krupp praised the White House 
in one of our interviews for adopting a 2005 regulation, the Clean 
Air Interstate Rule that will reduce sulfur and nitrogen emissions. 
“I am not sure today in 2005 you will find another head of an en- 
vironmental group who would acknowledge that maybe President 
Bush has been the worst environmental president ever, but also tell 
you that there have been stunning successes like a new 70 percent 
cut in [these] emissions,” says Krupp. “We will give credit where 
credit is due to people in both parties.” 

NCLR also has a long history of bipartisanship. “The organi- 
zation was built around Raul Yzaguirre and his ability to stay on 
point about the Hispanic community,” says Tom Espinoza, CEO of 
the Raza Development Fund, the community development lend- 
ing arm of NCLR. “NCLR was able to speak out when the Repub- 
licans were in and when the Democrats were in. Raul’s strongest 
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position as a leader was that he was always on point and never got 
co-opted by either party.” 

These nonprofits take pains to put their cause above party pol- 
itics—even when that means diplomatically distancing the orga- 
nization from potential supporters. For example, the Heritage 
Foundation clearly advocates on behalf of conservative values and 
policies, yet it makes an effort to differentiate itself from the Re- 
publican party. “We’ve chosen and publicized times when we have 
criticized the administration,” says Stuart Butler, vice president for 
domestic and economic policy. Heritage denounced the Bush pre- 
scription drug plan under the 2005 Medicare Modernization Act 
as “bad public policy,” for instance. “We want to make sure we are 
not seen as an organization that is an extension of any White 
House,” he says. 

The Congressional Black Caucus motto, “no permanent 
friends, no permanent enemies, just permanent interests,” captures 
this bipartisan mentality. As Krupp of Environmental Defense puts 
it, “There is a power to being evenhanded and being able to cross 
the [political] aisle. We are never going to win if these issues are 
owned by one party. These issues have to be above partisanship; 
they have to be above polarization.” 


PRESERVE CREDIBILITY AND INTEGRITY 


There’s a fine line between being pragmatic and maintaining in- 
tegrity. The nonprofits we studied are able to walk this line, know- 
ing when to compromise on their ideals for a pragmatic win and 
knowing when compromise might actually undermine their cred- 
ibility. For some of the organizations—particularly those that focus 
on policy analysis, research, and advocacy—credibility is para- 
mount to their success. They must remain true to the data and the 
facts, rather than bend information to support their case. Other- 
wise, they may win a short-term battle but lose the larger war. 

Environmental Defense was founded by a group of scientists, 
and emphasizes highly technical research as the basis of its policy 
platforms. “We put science at the core of everything we do and stay 
true to that no matter what,” explains Jane Preyer, director of the 
North Carolina office. “It’s about credibility. Even if what the sci- 
ence says is unpopular, we stay true to it.” 
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The Center on Budget and Policy Priorities and The Heritage 
Foundation also stake their reputation on quality policy research 
and analysis. Although their interpretation of the solutions to so- 
cial problems may differ, both aim to provide a rigorous analysis of 
the facts. “We set the bar really, really high for accuracy, timeliness, 
and quality,” says Ellen Nissenbaum, legislative affairs director for 
the Center. And although The Heritage Foundation advocates 
for conservative policies and is perceived by outsiders as more bi- 
ased than the Center, CEO Feulner and Heritage’s senior policy an- 
alysts defend their interpretation of the data. 


HIRE POLICY EXPERIENCE 


When these nonprofits decide to engage in advocacy, they have to 
build—or buy—the skills to carry out those activities. Often this 
means cultivating relationships in Congress or state legislatures, 
and hiring staff or consultants who have deep backgrounds in ad- 
vocacy and lobbying. Indeed, eleven of the twelve organizations we 
studied have a strong D.C. presence. Three of the organizations 
were founded in Washington, D.C. (Center on Budget and Policy 
Priorities, The Heritage Foundation, and Share Our Strength), one 
moved its headquarters to the capital from Phoenix, Arizona 
(NCLR), and seven opened D.C. offices as they became more in- 
volved with policy advocacy at the federal level. 

Not surprisingly, these Washington offices are staffed by pro- 
fessionals who have significant political experience. Although 
Dorothy Stoneman was remarkably successful in creating a new fed- 
eral YouthBuild program through grassroots advocacy, she realized 
that she needed professional help to obtain an appropriation for 
the program. So she engaged a Washington lobbying firm, Rapoza 
Associates, to help her navigate the halls of Congress. Self-Help em- 
ployed North Carolina lobbyist Mike Calhoun, who now runs the 
group’s research and public policy affiliate. Environmental De- 
fense’s second-largest office is in D.C., with a substantial staff who 
work on policy as well as grassroots advocacy. And the list goes on. 

But these organizations don’t rely solely on professional lob- 
byists and media experts to advocate on their behalf. In each case, 
top leaders are highly engaged in policy reform as well. City Year 
cofounders Alan Khazei and Michael Brown flew from Boston to 
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D.C. to lobby Congress every week at the height of threatened cuts 
to AmeriCorps funding in the 1990s. Dorothy Stoneman orches- 
trates the strategy for YouthBuild’s policy advocacy on the Hill, and 
has cultivated influential friends on both sides of the political aisle. 
And Self-Help’s Martin Eakes regularly testifies before Congress 
on issues related to financial industry regulations and community 
lending. 


FIND FUNDING FOR ADVOCACY 


One of the biggest challenges for many organizations is develop- 
ing a reliable revenue stream to fund their advocacy work. Indi- 
vidual funders may withdraw their support if they don’t agree with 
a policy position. And it’s often difficult to convince donors to 
underwrite extensive research and policy analysis, or nebulous col- 
lective action. The legislative process is often slow, and the out- 
comes are difficult to attribute to individual organizations. 

But each of these organizations developed sustainable revenue 
streams—without strings attached—to support their advocacy 
work. NCLR has pursued a number of different funding strategies 
over the course of its almost four-decade history. When its federal 
funding was first slashed under the Nixon administration, NCLR 
turned to private foundations, which sustained the organization’s 
policy work until new federal regulations put the funders “on no- 
tice.”!° When both federal and foundation support was cut, NCLR 
had to support advocacy with revenue from other activities, such 
as its annual conference. The income generated from this event 
currently totals more than $1 million—nearly double the average 
amount it spends on lobbying activities each year. It also built cor- 
porate partnerships to provide additional non-earmarked income. 

Other organizations, such as The Heritage Foundation and En- 
vironmental Defense, put a priority on building broad grassroots 
support to ensure strategic flexibility. Today they boast donor bases 
of 275,000 and 500,000 individuals, respectively, whose $25 checks 
can be allocated however the organization wishes (within legal lob- 
bying limits). This affords them the freedom to say “no thanks” to 
large donors who want to unduly influence their policy positions. 

Some groups are fortunate to have substantial sources of 
earned revenue due to the unique nature of their business models. 
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A large part of Self-Help’s income comes from home loan repay- 
ments, as does Habitat’s. Share Our Strength taps individual donors 
through ticket sales to events. Although Self-Help and Share Our 
Strength raise additional funds from private foundations—two- 
thirds of the $6.5 million budget of Self-Help’s Center for Re- 
sponsible Lending is funded by foundations—they don’t need to 
dip into core support to fund advocacy, given these relatively large 
grassroots streams. 


COMBINING SERVICE 
AND ADVOCACY 


Successfully engaging in policy advocacy is difficult—particularly 
for organizations that historically have only run programs or pro- 
vided direct services. Advocacy touches on the myriad activities 
with which a nonprofit is involved. It necessarily entails greater risk 
and uncertainty, and requires a high level of adaptability on the 
part of the organization’s leaders—a theme we explore further in 
Chapter Six. And lobbying has implications for everything from 
how a group raises money to how it works with other nonprofits in 
its field. 

In addition to the basic principles we’ve outlined in this chap- 
ter, there are two other practices we discuss later in this book that 
lend additional force to nonprofit advocacy: engaging and mobi- 
lizing groups of individuals and building nonprofit networks. In 
Chapter Four, we’ll demonstrate how great nonprofits involve in- 
dividuals not only as volunteers and donors but as evangelists for 
their cause. They build strong communities of supporters that can 
lend the power of votes and the conviction of public voices to their 
advocacy efforts. And they reach out to powerful leaders in busi- 
ness and government who can exert their influence on behalf of 
the nonprofit’s cause. In Chapter Five, we illustrate how great non- 
profits employ a network strategy, working with and through other 
nonprofits—either formal or informal affiliates—to build their 
larger field. Instead of seeing other groups as competition, these 
nonprofits share resources, knowledge, and talent with their peers, 
building strong alliances. They then mobilize these networks to 
participate in grassroots advocacy campaigns and push for legisla- 
tive reform. 
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Though it can be more complicated to manage both service 
and advocacy, and though policy advocacy does entail some risks, 
the rewards can be significant. As we said earlier, simultaneously 
running programs and pursuing policy change creates a reinforc- 
ing cycle for most organizations. The more they do of both, the 
greater the impact they can achieve. 

Nearly every organization in this book has embraced policy ad- 
vocacy as central to its vision for change—if not at the outset, then 
at some point along the way. Self-Help ramped up its advocacy 
when it realized that providing services in the form of loans was 
never going to stop predatory lending practices. The Center on 
Budget and Policy Priorities realized that it had to add programs 
in order to ensure implementation of the policies it had worked 
so hard to help pass. And groups such as City Year and NCLR em- 
braced the wisdom of engaging in both from the outset. 

Regardless of when they reached the decision to pursue both 
service and advocacy, high-impact nonprofits leverage the power 
of government, wielding it as a force for greater good. 


CHAPTER Two HIGHLIGHTS 


e Policy advocacy is a powerful force for social change. 
High-impact nonprofits understand that they cannot achieve 
maximum results without advocating for policy reform or 
without accessing the power and resources of government. 

To achieve large-scale change, government needs to be part 
of the solution. 

e The best nonprofits both advocate and serve. They couple 
policy reform with programs or direct services to create more 
impact. By operating programs on the ground, they gain a 
firsthand view of the problems facing their constituents and 
can test new models to inform their proposed policy solutions. 
And by engaging in policy research, analysis, and reform, or- 
ganizations can influence legislation and identify new oppor- 
tunities for programs. Ultimately the two activities reinforce 
each other. 

¢ Don’t be afraid to jump into the political fray. Many direct 
service organizations are hesitant to engage in policy reform. 
They fear that funders will stop supporting them, that advocacy 
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impact is hard to measure, or that they don’t have the skills 

to manage lobbying. But great nonprofits overcome these 

challenges. 

e It’s never too late to advocate. At least half of the twelve orga- 
nizations in this book started out mainly providing programs 
or direct services, and added advocacy later. Some introduced 
it early on; one organization waited nearly three decades. 

e Follow a few principles for success. Although these organi- 
zations advocate for widely divergent causes, they go about 
their work in strikingly similar ways. They all follow these basic 
principles: 

e Balance pragmatism with idealism. They work within the po- 
litical system by focusing on centrist solutions that appeal 
to the broad majority of the American people, rather than 
advocate for extreme positions. 

e Practice principled bipartisanship. They will work with—and 
publicly credit—both sides of the political aisle for policy 
victory, but they also maintain their integrity around the 
interests they represent. 

e Preserve credibility and integrity. They take care not to com- 
promise basic data, scientific facts, or analysis. Organiza- 
tions that exaggerate claims to garner attention may win 
short-term battles, but lose the larger war. 

e Hire policy experience. All but one of these groups have an 
office in Washington, D.C., and they hire skilled lobbyists 
with access to key decision makers on Capitol Hill. 

e Find funding for advocacy. Not all funders want to support 
advocacy, so its good to find flexible sources, such as earned 
income or individual donations. 





CHAPTER THREE 











MAKE MARKETS WORK 


In the late 1980s, garbage was in the news. Nowhere was the prob- 
lem more visible than in New York City. Landfills overflowed with 
trash, garbage barges floated offshore, and debris regularly washed 
up on nearby beaches. Many people blamed corporations for the 
problem, especially fast-food purveyors like McDonald’s. Every one 
of its “billions and billions served” generated throwaway packag- 
ing. All told, the nation’s ravenous appetite for fast food was cre- 
ating hundreds of thousands of tons of waste each year.' 

Fred Krupp, president of Environmental Defense, was person- 
ally confronted with the issue one day in 1987 as he sat in a Man- 
hattan McDonald’s enjoying a Happy Meal with his three children. 
At the end of the meal, Krupp looked around at the Styrofoam, 
plastic wrappers, and brightly colored, nonrecycled paper that 
formed a trash heap on the table. “I think we can help them do 
better,” he said. That night, Krupp and his son composed a letter 
to the CEO of McDonald’s proposing that the company work with 
Environmental Defense on a plan to reduce its solid waste. 

One year and many meetings later, Krupp’s idea turned into a 
groundbreaking partnership between the two organizations— 
much to the surprise of the public. After all, for the first few years 
of its existence, Environmental Defense’s informal motto was “Sue 
the Bastards.” Like many early environmental groups, it usually car- 
ried a big stick when it dealt with polluters, in the form of lawsuits 
combined with aggressive advocacy. And its methods worked, help- 
ing the government ban DDT, limit asbestos and lead, and pass 
such laws as the Safe Drinking Water Act. 

Still, Krupp knew Environmental Defense needed a more prag- 
matic approach to be successful in the future. He began talking 


55 


56 Forces FOR GOOD 


about “third wave” environmentalism, which he summed up in a 
Wall Street Journal article in 1986: “The American public does not 
want conflict between improving our economic well-being and pre- 
serving our health and natural resources. The early experience sug- 
gests it can have both.”? In the future, Environmental Defense 
would focus less on lawsuits and more on market-based tools and 
“new coalitions, even coalitions of former enemies.” 

This strategy wasn’t exactly popular with hard-core environ- 
mentalists. Many of them denounced the McDonald’s partnership, 
accusing Environmental Defense of doing a deal with the devil. 
Sierra Club leader David Brower complained, “There is too much 
movement away from the ideals and too much emphasis on bot- 
tom lines. The MBAs are taking over from the people who have the 
dreams.” 

But Environmental Defense proved its critics wrong. The work 
of the six-month cooperative task force with McDonald’s resulted 
in the company’s decision to phase out polystyrene “clamshell” 
containers and use more environmentally friendly packaging, 
such as paper bags, boxes, and napkins made with recycled fiber.* 
McDonald’s would go on to reduce its packaging waste by 150,000 
tons over a ten-year period. And, in turn, a number of other fast- 
food chains copied this industry leader, resulting in even greater 
waste reduction. 

Building on this success, Environmental Defense advised FedEx 
in the 1990s, helping make its packaging more environmentally 
friendly and then revolutionizing the company’s truck fleet. In 
2003, FedEx announced it would test twenty hybrid electric trucks 
that would reduce emissions by up to 90 percent and go 50 per- 
cent farther on a gallon of gas. The company’s goal is to replace 
thirty thousand trucks with hybrids over the next decade, as it re- 
tires conventional trucks from its fleet. Most recently, Environ- 
mental Defense has announced that it will advise Wal-Mart, and 
help the company become more sustainable. 

Unlike many nonprofits that partner with corporations as a 
funding strategy, Environmental Defense doesn’t take money from 
its partners. Rather, it retains rights to any innovation that comes 
out of the partnership. “The innovation can’t belong to the com- 
pany,” says Gwen Ruta, director of corporate alliances. “Whatever 
comes out of this, we’re going to knock on the competitor’s door 
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and ask them to do the same thing.” She cites recent tests of hy- 
brid truck fleets by United Parcel Service, the U.S. Postal Service, 
and Frito-Lay, who are all now following the FedEx model, just as 
other burger chains copied McDonald’s packaging. 

In this way, Environmental Defense has even greater impact. It 
is strategic about partnering with high-profile corporations that 
can serve as early adopters of a new social innovation—which it can 
then replicate throughout an entire industry, creating even more 
positive social change. 

Environmental Defense’s innovative approach doesn’t stop 
with corporate partnerships: the group helps create new markets to 
change corporate behavior on an even larger scale. For example, 
it developed a proposal for the first Bush Administration to pass 
amendments to the Clean Air Act in 1990, which created a market 
for trading pollution permits, combined with emissions caps—a 
system known as “cap and trade.” Those utilities—such as coal-fired 
power plants—that reduce emissions by more than the required 
amount earn credits to bank for future need or to sell to compa- 
nies unable to meet their reduction targets. 

The system created a market for pollution and in the process 
created economic incentives for businesses to willingly reduce their 
damage to the environment. Ultimately the new legislation re- 
duced sulfur dioxide in the air by 50 percent, helping curtail acid 
rain in the Northeast at a fraction of the cost projected. The cap- 
and-trade system became a key example in the framework of the 
1996 international Kyoto Protocol and, more recently, of Califor- 
nia’s Global Warming Solutions Act (AB 32), the first statewide cap 
imposing significant limits on greenhouse gas emissions. 

But if Environmental Defense thought it took criticism for col- 
laborating with big companies, hard-core environmentalists were 
even more critical initially of its market-based approach. They 
charged the nonprofit with letting companies “pay to pollute.” Yet 
today Environmental Defense is seen more as a pioneer of inno- 
vative solutions than as a traitor to the movement. Even the more 
radical Greenpeace has come around. “We now believe that [trad- 
able permits] are the most straightforward system of reducing emis- 
sions and creating the incentives necessary for massive reductions,” 
said Kert Davies, research director for Greenpeace, in the Wall Street 
Journal.’ By the turn of the century, it was clear to Environmental 
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Defense that it had evolved significantly from its early “Sue the Bas- 
tards” days. So it came up with a new slogan to capture its more 
pragmatic market-based approach: “Finding the Ways That Work.” 


DoING WELL AND DOING GOOD 


The experience of Environmental Defense highlights a striking 
pattern we found among the organizations in our study. These 
nonprofits harness market forces and leverage the resources and 
power of business to have more impact than they could alone. 
They understand that business is a powerful institution in society— 
one that can sometimes be a force for evil, but that can also be- 
come a force for good. And they recognize what economists have 
long known: tapping into the power of self-interest is more effec- 
tive than appealing to altruism. These nonprofits are finding ways 
to help companies do well while doing good, and are proving that 
social responsibility and profit aren’t mutually exclusive. In fact, 
one can even enhance the other. 

This finding surprised us. Though we both have MBAs, we un- 
derstand that many nonprofits are still deeply skeptical about cor- 
porations and capitalism. Historically, the “left” has dominated 
activist social change. And within the social sector as a whole, a de- 
bate is raging about whether or not nonprofits should partner with 
business or even act more like businesses. 

Many leaders still regard the private sector with skepticism— 
an attitude inherited from the old “New Left.” They fear that they 
might lose focus or be co-opted if they partner with corporations. 
Some nonprofits play a corporate watchdog role and protest the 
excesses of capitalism and globalization—often for good reason. 
And a recent spate of corporate scandals hasn’t helped improve 
the image of business. “Among many nonprofits, there is a view 
that business is the enemy,” says Mike McCurry, who is on the 
board of Share Our Strength. 

On the other side of this debate, more pragmatic members of 
the social entrepreneurship and corporate social responsibility 
movements have long touted the benefits of cross-sector partner- 
ships and of harnessing market forces for social change. They 
argue that companies’ bottom lines can benefit from social re- 
sponsibility, while nonprofits can increase their impact when they 
harness the power of business to solve social problems. “A new, pro- 
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business zeitgeist has made for-profit initiatives more acceptable,” 
Greg Dees, professor and social entrepreneurship proponent, has 
written.” “With the apparent triumph of capitalism worldwide, mar- 
ket forces are being widely celebrated.” 

Moreover, as nonprofits have been forced to become more ac- 
countable and more professional in recent years, many of them 
have borrowed management tools and practices from their for- 
profit counterparts. Some nonprofits, including many of those we 
studied, have hired talent from the corporate world. And a num- 
ber of them have teamed up with corporate partners. 

The high-impact nonprofits we studied are at the forefront of 
this larger trend sweeping both sectors—and blurring the bound- 
aries between them. “This new paradigm pairs visionary companies 
that see how the social context in which they operate affects their 
bottom lines with a new breed of social entrepreneurs who un- 
derstand how business principles can enable them to fulfill their 
social missions more effectively,” write Shirley Sagawa and Eli Segal 
in their book on corporate-nonprofit partnerships, Common Interest, 
Common Good. 

Some groups, such as City Year, Share Our Strength, and the 
National Council of La Raza, began working with companies back 
in the 1980s or early 1990s, when it was still uncommon. Others 
like YouthBuild USA and the Exploratorium initially regarded the 
private sector with either indifference or disdain. Over time, how- 
ever, they slowly realized that working with businesses could help 
them achieve their social change goals. The majority of these 
twelve organizations now embrace the power of the private sector 
through some combination of influencing business behavior, part- 
nering with corporations to leverage the power of business, or run- 
ning earned-income business ventures. In fact, only one—the 
Center on Budget and Policy Priorities—has made no attempt to 
leverage market forces or partner with business. 

What’s impressive about these high-impact nonprofits is that 
they go far beyond traditional models for working with business— 
while retaining their distinct missions and values. They don’t seek to 
act like a business so much as leverage the power of business. In so doing, 
they have reframed the way others in the field think about the 
value of corporate partnerships and the application of market 
forces to social problem solving. By working with and through busi- 
ness, these nonprofits substantially increase their collective social 
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impact. The whole is greater than the sum of its parts. These or- 
ganizations are able to harness the best of both the social sector 
and the private sector to become a more powerful force for good. 


THREE WAYS TO LEVERAGE BUSINESS 


These twelve organizations we studied have found three distinct 
ways to work with and through businesses to achieve more social 
impact, and they often use more than one method simultaneously. 
We explore each of these strategies in more detail in later sections, 
but the following is a quick overview: 


1. Change business practices. In some cases, these nonprofits 
change business practices to make companies more socially re- 
sponsible, and in so doing, they often change entire industries. 
They might help transform how a business operates, in order 
to reduce pollution, influence the company’s labor practices, 
or help it move into underserved markets. Often the company 
benefits just as much as the nonprofit’s cause. Most of these 
nonprofits make a compelling business case, not just a moral 
case, about how changes can bolster the bottom line. 

2. Partner with business. Partnerships can mean everything from 
simply accessing corporate donations and volunteers to creat- 
ing more strategic corporate sponsorships or even operational 
alliances. These partnerships usually represent the easiest start- 
ing point for a nonprofit seeking to leverage market forces. As 
they develop more corporate partnerships, they can become 
increasingly strategic in these alliances over time. 

3. Run a business. Nonprofits also serve markets by running 
earned-income business ventures. They charge for a product 
or service, and that income is then channeled back into the 
charitable mission of the organization, increasing its own fi- 
nancial stability. For example, corporate partnerships led Share 
Our Strength to create Community Wealth Ventures, a for- 
profit consulting subsidiary that teaches other nonprofits how 
to build cause-marketing partnerships and generate earned 
income. This effort in turn has helped build the entire social 
enterprise field. 


MAKE MARKETS Work 61 


These three pathways are not mutually exclusive, nor are the 
boundaries between them hard and fast. An organization could 
use all three strategies or focus on only one or two. Several of the 
nonprofits we studied leverage traditional corporate partnerships 
while also generating earned income through business ventures. 
In fact, there may be synergies in using multiple strategies. But be- 
cause implementing them often entails different capabilities, most 
of the groups focus on only one or two at a time. And in some 
cases, like Environmental Defense, the nonprofit works with cor- 
porate partners to change their practices, but without taking any 
money, as they believe it could create a conflict of interest. 


CHANGE BUSINESS PRACTICES 


Businesses don’t make significant changes without a compelling 
bottom-line reason to do so. That’s why many high-impact non- 
profits have convinced companies to change their practices by 
making a business case, not just a moral appeal, for change. This 
strategy uses powerful financial incentives to help companies do 
the right thing. It changes how they operate, and in the process 
can alter the course of entire industries. Nonprofits can take two 
approaches: they can work to minimize a company’s negative im- 
pact, such as on the environment or workers (what economists 
would call reducing “negative externalities”); and they can help 
companies become a force for good, helping them reach under- 
served markets or create economic assets for low-income popula- 
tions. In either case, the nonprofit helps make markets work more 
effectively for everyone. 

Environmental Defense, for example, partners with corpora- 
tions like McDonald’s and Wal-Mart in order to decrease their neg- 
ative impact on the environment. It corrects for larger market 
failures with a relatively small investment of time and money. The 
nonprofit has worked with dozens of different corporate partners 
over the last seventeen years—creating many social innovations 
that have positively helped change standards in the fast-food, re- 
tail, packaging, and other industries. 

Self-Help, by contrast, has helped companies serve low-income 
and minority markets that were historically neglected, and in the 
process it has transformed the U.S. mortgage industry. The North 
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Carolina organization initially made home loans to minorities, sin- 
gle mothers, and the poor, who frequently didn’t qualify for tra- 
ditional mortgages. It carefully screened applicants and took 
calculated risks on people who it believed would repay their loans. 
The nonprofit soon discovered that its low-income borrowers were 
excellent credit risks, with a default rate similar to the middle class.’ 

But as successful as these loans were, founder Martin Eakes 
knew that his organization’s assets were insignificant in compari- 
son to those of the major financial institutions. He had to convince 
larger players to serve these long-neglected markets. “If we were 
going to reach more people, it was going to have to be through the 
large banks,” says Eric Stein, chief operating officer. “Their distri- 
bution network is what we envied the most.” 

After years of effort, Martin Eakes finally got a meeting with 
L. M. Baker Jr., the CEO of Wachovia Bank. Eakes told him that 
Wachovia was missing an important business opportunity: serving 
single mothers. At first, Eakes didn’t have the evidence to make his 
case, but once Self-Help proved this market could be profitable, 
Baker was willing to listen. “‘Martin, if you will just leave me alone, 
we ll do a demonstration project,” he said. “PI allocate $10 mil- 
lion as a test just to get you out of my hair.” 

Six months later, the portfolio was performing so well that Wa- 
chovia upped its investment to $40 million, then $80 million, and 
finally $500 million to target primarily low-income, single-parent, 
and minority families. Both organizations benefited. The bank 
made a profit in a new market and met the federal community 
reinvestment requirements for banks; Self-Help helped build mil- 
lions of dollars in home equity for low-income communities. 

But there was a limit to how much risk Wachovia could assume. 
Like most commercial institutions, the bank faced a self-imposed 
cap that allowed nontraditional loans to be no more than a certain 
percentage of its portfolio. Self-Help had no such limits, however, 
given its nonprofit status. And it believed—based on rigorous 
analysis and prior experience in the market—that it could safely 
manage the interest-rate and default risks. 

The group soon found itself in the position of buying loans 
from Wachovia, so that the company could continue to issue more 
mortgages to the low-income market. And in an even more un- 
usual move, Self-Help convinced Wachovia to lend it the $18 mil- 
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lion it needed to buy these loans. Self-Help realized that there 
needed to be a secondary market for the loans, so that banks could 
recycle capital and continue lending to low-income families, just 
as Fannie Mae and Freddie Mac do for home owners with greater 
income. So with this complicated but brilliant move, Self-Help cre- 
ated the nation’s largest secondary market solely for loans to low- 
income home owners. 

Self-Help had stumbled on an extraordinarily powerful tool: 
using a small amount of collateral, it could take on debt to buy 
loans from financial services companies, allowing them to continue 
expanding into underserved markets. In this case, financial lever- 
age also created strategic leverage. Eakes quickly worked to spread 
this innovation among other large financial players. 

In 1998, the national mortgage powerhouse Fannie Mae was 
eager to buy loans for low-income families to meet its regulatory re- 
quirements. At the same time, Self-Help had reached its low-income 
loan purchasing capacity. Fannie Mae offered to buy Self-Help’s 
existing portfolio of $100 million in mortgages to low-income fam- 
ilies, allowing Self-Help to recycle its financing capacity and pur- 
chase more low-income loans from partner banks. Most nonprofits 
would have been thrilled at this offer, which would have doubled 
its impact (although Self-Help continued to hold the credit risk). 
But Eakes was already hatching bigger plans. He knew that one of 
Self-Help’s earlier supporters, the Ford Foundation, was looking 
for a few large-scale investments. Eakes asked the foundation to 
make a $50 million grant to serve as risk reserve, boosting Self- 
Help’s risk-taking capacity exponentially. He then parlayed the 
combined capital from Fannie Mae and Ford into collateral on $2 
billion in loans to low-income home buyers. 

Today, Self-Help’s loan program operates in forty-nine states, 
through nearly forty large commercial lenders, including Bank of 
America, CitiBank, Wachovia, SunTrust, BB&T, and others. All told, 
Self-Help has financed $4.5 billion in loans—a total of fifty thou- 
sand mortgages—to low-income people whom large banks couldn’t 
have served without Self-Help’s intervention. “That’s our model— 
we lend, innovate, do more lending, then go advocate to large fi- 
nancial institutions,” says Randy Chambers, chief financial officer. 
Powerful companies went along not because it was ethical to do so, 
but because Self-Help proved it could also be profitable. 
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The strategy has also proved to be a vital tool for financing Self 
Help’s own operation. Self-Help covers all its operating expenses 
with income from financial loans that it buys on secondary mar- 
kets, and other earned-income programs. This gives the organi- 
zation enormous financial freedom and generates enough capital 
to sustain its growth. In many ways, Self-Help is running a double- 
bottom-line business—one with both financial and social returns— 
despite its nonprofit tax status. 

“We have an advocacy and civil rights mission statement, but 
we have used the tools of business and law to further those goals,” 
says Eakes. He likens this approach to a bicycle: “The front wheel 
of the bicycle is our mission—it’s what comes first, what you keep 
your hands on, what steers you. The back wheel is our financial 
strength. The two together create impact with a scale that we 
couldn’t obtain with only one or the other.” 


PARTNER WITH BUSINESS 


Corporate partnerships are the most common way nonprofits work 
with businesses. Although companies have long played a philan- 
thropic role in their communities, the trend began to accelerate 
in the 1980s and 1990s. Not only did corporate philanthropy in- 
crease, but firms also became more strategic about their partner- 
ships, seeking alliances with nonprofits that would further their 
business goals. Simultaneously, nonprofits sought to deepen these 
partnerships for their own strategic benefit.'° 

These corporate-nonprofit partnerships follow many models, 
and other authors have written about these in more detail.!! The 
most basic partnership is usually framed in traditional charitable 
terms. Typically, an organization approaches a corporation to sup- 
port its work through a donation of money, volunteer time, or in- 
kind products. A few of the organizations we studied have not 
progressed beyond this early stage. YouthBuild and the Explora- 
torium have only a handful of corporate partners that act mainly 
as donors or basic sponsors. 

Sometimes the relationship progresses to greater commitment 
or strategic integration between the two organizations, through 
cause-marketing or sponsorship agreements, or operational al- 
liances. Most of the organizations we examined have moved far be- 
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yond traditional “checkbook” philanthropy and into more strate- 
gic relationships, which we’ll focus on in this chapter. 

In these working arrangements, nonprofits can access a wide 
range of resources, and corporate partners can also help them 
achieve broader distribution of their ideas and services. The busi- 
ness may achieve measurable financial benefits, as well, through 
reduced operating costs, improved employee productivity, or even 
increased sales. Organizations often learn from each other, too, as 
they apply the best tools of the social and private sectors to solve 
social problems. '” 

Further, both partners usually benefit from a marketing per- 
spective. The nonprofit often gains increased visibility for its cause 
and greater brand awareness. The business improves its corporate 
image; builds a stronger brand; generates greater loyalty among 
consumers, staff, retailers, and other stakeholders; and ultimately 
can generate more sales and higher profits.'* But equally impor- 
tant, these organizations substantially increase their collective social 
impact by working together to solve social problems. More resources 
are channeled toward the cause, and public awareness is boosted. 
Not surprisingly, these cause-marketing partnerships have increased 
dramatically in the last fifteen years, reaching billions of dollars in 
value.'4 

One of the clearest examples of this win-win dynamic is Amer- 
ica’s Second Harvest—The Nation’s Food Bank Network. The non- 
profit has not only significantly alleviated hunger in America but 
also transformed the food industry, creating a secondary market 
for food redistribution in the United States and generating enor- 
mous value for its corporate partners.!° 

Before America’s Second Harvest and food banking started in 
the late 1960s, there was no market for channeling excess food to 
the hungry. Back then, many businesses threw away excess or 
slightly damaged, but still edible, food. If they made donations, 
they did so only on a small, local scale. For its part, the U.S. gov- 
ernment kept agricultural commodities off the market in order to 
bolster farm prices. Any farm product that wasn’t sold through con- 
ventional markets became waste—while millions went hungry. 

Jon Van Hengel, founder of America’s Second Harvest, saw a 
clear opportunity to distribute this excess food to people in need, 
and built the first food bank in America outside Phoenix, Arizona, 
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to make his vision tangible. His idea began to catch on, as other com- 
munities built refrigerated warehouses to store food at a regional level 
and then redistribute it to community-based organizations. 

It was a classic case of “If you build it, they will come.” Without 
building a network of regional food banks, there would have been 
no way to make a national food distribution market work. But with- 
out corporate partnerships, the market wouldn’t have worked ei- 
ther—corporations are the main source of the food that America’s 
Second Harvest redistributes. 

It wasn’t always a given that large corporations would work with 
food banks or make the sizable donations they do today. “The com- 
panies had seen many unprofessional charities handling their do- 
nated food,” says Al Brislain, senior vice president for member 
services at America’s Second Harvest. “Everyone could tell some 
horror story, and the companies were worried about liability. There 
were no standards at the local food banks. We got push-back from 
corporations saying, ‘We need to know that you know how to han- 
dle our food.” 

Because of this push-back, America’s Second Harvest now fo- 
cuses on managing corporate partnerships and setting standards 
for the industry. “Our main services are food solicitation and set- 
ting standards,” says Brislain. “[We are] the Good Housekeeping 
Seal of Approval. The food industry can now donate with confi- 
dence. We set the standards, and we get the food by building ties 
with national companies.” 

With standards in place, by the late 1970s the organization 
started receiving large donations from major companies like Kraft, 
Nabisco, and Kellogg’s. “There’s a big difference in getting a 
pickup truck full of bread from Safeway and getting a semi-trailer 
load of cereal boxes from Kellogg’s,” says Brislain. These large cor- 
porate donations compelled America’s Second Harvest to scale up 
its operations. “The first year we started, America’s Second Harvest 
distributed five million pounds of food to fifteen food banks,” says 
Brislain. “That’s one small food bank’s average today.” 

America’s Second Harvest now moves more than two billion 
pounds of donated food a year, feeding more than twenty-five mil- 
lion people through its network of more than two hundred food 
banks and fifty thousand community agencies. In many ways, the 
group resembles a national grocery store chain more than a typi- 
cal nonprofit. 


MAKE Markets Work 67 


At the same time that the nonprofit is helping end hunger, it 
is also helping solve a business problem for large corporations, 
which can now write off their excess production as a donation to 
charity. And the government can donate surplus commodities to 
the needy, rather than affect the market prices that farmers de- 
pend on. “We represent a solution to both business and govern- 
ment,” says David Prendergast, senior vice president for technology 
and planning. “We’re very good at pulling together disparate par- 
ties. We kind of represent a hub for all the organizations con- 
cerned about hunger.” 


The twelve organizations in this book collectively engage hun- 
dreds of corporate partners (see Table 3.1). City Year is another 
great example of a nonprofit that has built strong corporate part- 
nerships to increase its social impact. In this case, City Year lever- 
ages its partnerships to garner more resources for its cause and 


TABLE 3.1. EXEMPLARY CORPORATE PARTNERSHIPS. 


Organization Leading Corporate Partners 





America’s Second Harvest ConAgra Foods, Kraft, Pampered Chef, 
Kroger, Wal-Mart 


City Year Bank of America, Comcast, CSX, 
Timberland, T-Mobile 

Environmental Defense Wal-Mart, FedEx, McDonald’s 

Exploratorium Amgen, Sony, IBM 

Habitat for Humanity Thrivent, Citigroup, Whirlpool, Home 
Depot 

National Council of PepsiCo, State Farm, General Motors, 

La Raza Bank of America, Citi, J&J 

Self-Help Fannie Mae, Bank of America, Wachovia 

Share Our Strength American Express, Sysco, Timberland, 
Tyson Foods, PARADE 

Teach For America Wachovia, Amgen 


YouthBuild USA Home Depot, Bank of America 
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simultaneously to engage the business community in strengthen- 
ing local democracy. 

When Alan Khazei and Michael Brown first founded the youth 
corps as a demonstration project for national service in 1988, they 
deliberately engaged the private sector.'® Whereas many youth 
corps relied primarily on government funding, Khazei and Brown 
believed in harnessing the tremendous resources of the private sec- 
tor, along with the entrepreneurial power of business. They also 
felt that companies had a moral responsibility to give back, and 
that doing so could be good for their bottom lines. They looked 
to the 1984 Olympics as a model for new forms of corporate spon- 
sorships, where both the cause and the participating companies 
benefited. “Self-interest and the common good—you can’t sepa- 
rate them,” said Brown in an early article about City Year in Inc. 
magazine.!” 

City Year’s corporate partners financially support the organi- 
zation and frequently sponsor a local team with whom they build 
a strong relationship. Corps members wear the company’s logo 
on their uniforms, give presentations to boards of directors, and 
work with company employees on community service days. Com- 
pany leaders mentor young people and in some cases give them 
career advice and coaching. These alliances have always been 
strategic and symbiotic: City Year receives funding, skills, market- 
ing, and in-kind support from local businesses; the companies re- 
ceive marketing exposure, a boost in employee morale, and even 
an employee-recruiting pool. And both organizations learn from 
the other in the process of working together on common prob- 
lems in their communities. 

“The idea of leveraging the strengths of the City Year model 
with the skills of corporations—that goes beyond checkbook phil- 
anthropy,” says Jim Balfanz, chief operating officer. “There’s a com- 
pound factor of goodness that comes out of engaging corporations 
in our work. It goes beyond a fundraising strategy, and has become 
part of our mission.” 

Today City Year has more than 350 corporate sponsors, in- 
cluding local companies in the seventeen cities where it operates. 
At the most elite level, its six National Leadership Sponsors invest 
a minimum of $1 million over two years and pledge employee time 
and ideas to support the program. These include Bank of Amer- 
ica, Comcast, CSX, Pepperidge Farm, T-Mobile, and the Timber- 
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land Company, which has contributed more than $12 million since 
first donating boots to City Year’s pilot summer youth corps. 

City Year has helped pioneer a more strategic approach to part- 
nerships. In a significant step, it tries to take a company’s interests 
into consideration, rather than simply see itself as the recipient of 
a grant. “We’re looking for highly leveraged partnerships, which 
takes connecting to the goals and strategy of the company,” says 
Nancy Routh, vice president of development at City Year. “With a 
lot of new team [corporate] sponsors, when we start asking about 
their corporate goals, along with their philanthropic goals, they 
are pleasantly surprised. They are not often asked these questions.” 

Companies donate to City Year, and in return, City Year helps 
them achieve their business goals. For example, when cable com- 
pany Comcast was first entering Boston (through acquiring AT&T), 
City Year hosted a public reception with local officials, community 
members, and opinion leaders at its Boston headquarters. In effect, 
it used its local relationships to help ease the company’s entry into 
a new market. Comcast donates well over $1 million to City Year an- 
nually—and has donated more than $18 million in free television 
advertising. 

In another case, T-Mobile donated BlackBerries (with free ser- 
vice) to staff and cell phones with service to corps members—in 
return, it gets marketing exposure among youth and other critical 
communities. T-Mobile also provided Internet access for local non- 
profits and schools where they work with City Year’s Care Force 
program; City Year serves as the intermediary and broker. It’s not 
just City Year that benefits, but the larger community as well. “The 
key thing here is that we are the glue between the corporate part- 
ners and the community partners,” says Balfanz. “We can find a way 
to share those resources.” 

In a recent partnership with Pepperidge Farms, City Year is co- 
branding a new “Starfish” product modeled on the company’s 
Goldfish crackers. On the back of the packaging is a favorite City 
Year story about how saving one starfish can make a difference. 
(See Chapter Four for the story.) It’s a classic City Year message of 
hope, optimism, and empowerment for children that dovetails with 
the Pepperidge Farms brand. “They started thinking about how to 
make a difference in the world and how they could use their brand 
to do that,” says Routh. “That brought them to City Year as a part- 
ner of choice.” 
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For City Year, these connections create an impact that spreads 
beyond the borders of its own organization: “City Year looks at it 
as part of our mission to engage corporate America and to shift re- 
sources into communities,” says Balfanz. “But we do it in a way that 
is adding value to the company, because that allows them to justify 
to their shareholders what they are doing.” 


RUN A BUSINESS 


Many nonprofits generate extra income running businesses. That 
is, they create markets for their own products and services. The 
only difference between these nonprofit businesses and a for-profit 
company is that any profits must be returned to serving their so- 
cial purpose. In many of these cases, the business is not an orga- 
nization’s core focus and makes up only a small percentage of its 
total revenue. 

These groups have discovered the benefits of having a no- 
strings-attached income stream that they can use to cover operating 
costs. Unlike foundation or government grants, or large individual 
donations—many of which are earmarked for specific programs— 
income earned through a legitimate business can be allocated any 
way the organization sees fit. Not surprisingly, more nonprofits have 
gone into business to strengthen their financial sustainability. 

Historically, some entities have had business models that in- 
trinsically make it easier to charge for their products or services. 
For example, universities charge tuition, museums charge admis- 
sion, and nonprofit hospitals bill for care. But even organizations 
that don’t have obvious revenue streams have learned to play the 
earned-income game. The Girl Scouts’ cookies sales and Goodwill’s 
thrift stores are two well-known examples. 

Among the organizations we studied, a few have business mod- 
els that naturally lend themselves to mission-related earned-income 
ventures (see Table 3.2). The affordable housing nonprofits like 
Self-Help have a built-in revenue stream in the form of loan re- 
payments and interest from community development loans, as well 
as other financial tools that they leverage in the housing and lend- 
ing markets. YouthBuild USA and the National Council of La Raza 
have also begun to develop similar financial tools through their re- 
spective housing and lending programs. 
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TABLE 3.2. PROGRAMS THAT GENERATE REVENUE. 





Organization Program 

City Year Care Force 

Exploratorium Ticket sales, gift shop, publications, leased ExNet 
rotating exhibits 

National Council Raza Development Fund; annual conference 

of La Raza 

Self-Help Secondary mortgage market income; housing 


and child-care lending; ventures fund 


Share Our Strength Community Wealth Ventures, cause-marketing 
alliances 


YouthBuild USA Housing sales and rentals (through affiliates) 





Note: Habitat for Humanity does not classify its loan repayments as “earned 
income” but as a voluntary tithing program. 


Other organizations don’t have business models that inherently 
lend themselves to generating earned income. These nonprofits 
have had to be more creative in their efforts to launch small busi- 
nesses. City Year, for example, launched a small consulting business 
called Care Force, which leverages its community service expertise 
to help corporations lead volunteer events. The Exploratorium has 
long been able to charge admission to its museum, but it has also 
sold a number of publications designed to help children learn 
about science, and it charges other museums to lease exhibits. And 
the National Council of La Raza seeks corporate sponsorships and 
advertising income for its national conference and its ALMA (Span- 
ish for “soul” ) Awards, a media awards ceremony. 

Of all the organizations we studied, Share Our Strength is 
perhaps the most well known for advancing “social enterprise,” a 
movement that capitalizes on earned income for social causes. The 
nonprofit started with basic corporate partnerships, which then 
progressed into much more integrated cause-marketing alliances. 
Then Share Our Strength began to focus on creating substantial 
earned income ventures for itself—and for other nonprofits in the 
sector—by preaching the virtues of community wealth.'® 
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Share Our Strength was started in 1984 by Billy Shore and his 
sister, Debbie, with the goal of mobilizing the food and restaurant 
industry to help end hunger. Through early corporation-sponsored 
events, such as Taste of the Nation, the group raised millions of 
dollars for hunger relief. These first sponsorships soon developed 
into more strategic partnerships. 

The nonprofit’s big breakthrough came in 1993, when Amer- 
ican Express sponsored a national campaign with Share Our 
Strength called “The Charge Against Hunger,” which ultimately 
raised $21 million over three years. Share Our Strength contrib- 
uted its cause and its connections in the restaurant community; in 
return, American Express invested millions of marketing dollars 
into the campaign. Share Our Strength raised millions more for 
hunger relief than it could have alone, and American Express gen- 
erated more card usage and greater profits. It was an experience 
that has been widely studied and copied. 

Share Our Strength had discovered a powerful tool, now known 
as social cause-marketing. By the late 1990s, the group had formed 
nearly one hundred of these cause-marketing partnerships with 
such companies as Calphalon, Barnes & Noble, and Evian.!° It con- 
tinues to run many corporation-sponsored fundraising events, 
including the Great American Bake Sale, Taste of the Nation, 
Restaurants for Relief, and A Tasteful Pursuit. The organization is 
a cause-marketing machine. 

Perhaps Share Our Strength’s greatest insight was that non- 
profits needed to move away from seeking charitable contributions 
and toward building strategic partnerships with companies’ market- 
ing departments. By working with the company’s marketing arm 
to raise money for hunger, the nonprofit could increase its impact 
while helping the company boost profits. It was structured more 
like a business-to-business alliance than a philanthropic donation. 
For example, Share Our Strength licenses its logo to use on bot- 
tles of California wine. “It’s no different than Disney licensing Lion 
King merchandise to Burger King,” Shore has said.?° 

Share Our Strength grew so good at these cause-marketing 
deals that corporations were calling the organization for advice on 
how to generate more value from their nonprofit partnerships. 
“Six years ago I was making corporate outreach calls all day long,” 
says Ashley Graham, director of leadership development. “Now 
they’re calling us, and they’re also asking us how we do what we 
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do.”*! Other nonprofits also approached Share Our Strength to 
learn how they could leverage their assets to earn income or cre- 
ate cause-marketing alliances with companies. 

In response to this demand, Share Our Strength launched a 
for-profit company in 1998. Community Wealth Ventures (CWV) 
is a social enterprise consulting firm that helps nonprofit orga- 
nizations generate revenue through business ventures and cause- 
marketing partnerships, and helps corporations improve their 
bottom lines through more strategic philanthropy. The goal is to 
help both nonprofits and corporations think differently about 
market-based approaches to social change. 

Underlying Share Our Strength’s work is Billy Shore’s vision of 
a world in which nonprofits don’t have to depend on the crumbs 
of charity, but rather can create economic value while creating so- 
cial change. “We began [CWV] for one simple reason: Our com- 
mitment to social change demands and depends on creating new 
resources to support those programs that are already proven to 
work but don’t have the capacity to grow to scale,” wrote Shore in 
one of his books, The Cathedral Within.” Although this larger vision 
has yet to be realized on a grand scale, there’s no doubt that CWV 
has made an impact. 

In its first eight years of operation, CWV has returned $1 million 
in profit to Share Our Strength. Although that’s only 5 percent of its 
operating budget, CWV has had even greater impact by promoting 
the idea of social enterprise within the nonprofit sector. It has worked 
with hundreds of businesses and nonprofits on earned-income ven- 
tures and partnerships, and in the process has helped build the field 
of social enterprise. “We have the potential to transform the role that 
the civic sector plays in our society, and to transform the way the non- 
profit and corporate communities work together to create change,” 
Shore has said.” 


MANAGING THE RISKS 


By now it should be apparent that nonprofit organizations can har- 
ness the private sector as a force for good, whether it’s through 
changing business behavior, creating corporate-nonprofit partner- 
ships, or generating earned income. All but one of the groups we 
studied, the Center on Budget and Policy Priorities, have pursued 
at least one of these paths in the effort to expand their social impact. 
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Yet many nonprofits are still reluctant to follow any of these 
strategies—sometimes for good reason. The challenges and risks 
can seem formidable, and those seeking to leverage market forces 
should proceed with caution. Following are some general risks that 
come with the territory of working with business, as well as tips on 
managing them. Many others have written about each of these in 
more depth, so we list some general resources at the end of the 
book that can help you navigate these murky waters. 


FEAR OF MISSION-DRIFT 


For any nonprofit seeking to partner with business or run its own 
earned-income operation, perhaps the biggest risk is that it will be 
distracted from its charitable mission. The fear is that the organi- 
zation will start to act more like a business or become consumed 
with running a business, and lose sight of its social purpose. “Are 
we at risk of selling out our values and losing our soul if we begin 
to engage in commerce?” a CWV report asks.*4 It’s an important 
question, and for some groups, the answer might mean not part- 
nering with business or running an earned-income venture. 

But among the high-impact nonprofits we studied, mission- 
drift did not appear to be a problem: all of them are able to work 
with and through business while staying true to their values and fo- 
cused on their social goals. If anything, a desire to have more im- 
pact propels them into these partnerships. But even though they 
are all pragmatic, they will draw the line if their social purpose is 
at risk of becoming compromised. 

When the technology company Cisco Systems proposed that 
City Year corps members run technology training centers in high 
schools, for instance, City Year had to walk away from the deal be- 
cause it wasn’t the best use of its corps members’ skills or time. 
“The training of corps members was taking too much time away 
from direct service hours. So we ended up saying no to Cisco. It 
was a hard decision, but we had to say, “This isn’t us,” says Nancy 
Routh, vice president of development. The organization has found 
other ways to partner with Cisco, but this particular program would 
have taken it too far from its primary work. Nonprofits that pursue 
corporate partnerships or run earned-income ventures must con- 
stantly guard against this kind of mission-drift. 
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PERCEPTION OF SELLING OUT 


Key stakeholders can also see a nonprofit as selling out or as being 
less needy because of its partnerships with for-profits. The fear is 
that partnerships could result in the withdrawal of individual, foun- 
dation, or other forms of financial support. But when other green 
groups thought Environmental Defense had sold out because of 
its early corporate partnerships, it didn’t experience a loss of sup- 
port from its board, staff, or donors. Now many environmentalists 
work with businesses—in fact, it has become almost trendy to do 
so. “Almost all the major environmental groups are now engaged 
in some way with corporations,” says Gwen Ruta, director of al- 
liances at Environmental Defense. “That just wasn’t the case fifteen 
years ago.” 

As the social sector becomes more comfortable with the idea 
of corporate relationships, and as donors realize that business part- 
nerships can magnify their own donations, this risk will likely di- 
minish. Now nonprofits are teaming up with companies on 
numerous issues, as the groups we studied illustrate—and proving 
that working with business and cultivating other donors don’t have 
to be mutually exclusive. 

Nevertheless, nonprofits should be cautious about whom they 
partner with—and in particular, their partner’s motives—so that 
they can’t be accused of being manipulated for PR benefit. For ex- 
ample, Environmental Defense initially turned down a partnership 
with Wal-Mart when it was first approached, out of concern that 
the company wanted to use the nonprofit for “greenwashing,” or 
to appear more environmental than it really is. It wasn’t until En- 
vironmental Defense was convinced of Wal-Mart’s genuine intent 
to change its business practices—and Wal-Mart committed to spe- 
cific, measurable goals—that it formally announced that it would 
open an office in Bentonville and help the retailer become more 
environmentally sustainable. 


FINDING THE RIGHT PARTNER 


Partnerships require trust, whether the alliance is more philan- 
thropic, marketing-oriented, or operational. Both parties must be 
sure that the partnership is a good fit and that their goals and 
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motives are aligned. A single instance of corruption on either the 
corporate or nonprofit side can damage hard-earned brand in- 
tegrity and credibility. There have been cases of organizations en- 
tering into a joint cause-marketing alliance, only to have their 
corporate partner exposed for unethical behavior. Though none 
of the groups we studied have been involved in this kind of scan- 
dal, they were all aware of the importance of protecting their in- 
tegrity in the partnership. 

For example, leaders at the National Council of La Raza 
(NCLR) cited the time they discovered that a major corporate part- 
ner (which they declined to name) was exploiting Hispanic migrant 
laborers in its workforce. At first NCLR tried to use its influence to 
help the company change its labor practices. But when those efforts 
went unheeded, NCLR had to walk away from the partnership, leav- 
ing money on the table to preserve its integrity. 

Organizations should perform due diligence on potential cor- 
porate partners, doing as much research as they can to make sure 
their motives, goals, and integrity are aligned, rather than rushing 
in when a company dangles a grant. And this takes time. “It takes 
dogged persistence; we have to have seventeen thousand conversa- 
tions first,” says Ruta. “We do go out on a lot of first dates with po- 
tential partners. You have to do that before you find the right fit.” 


TENSIONS WITH OTHER PROGRAMS 


There may be a tension between corporate partnerships and a non- 
profit’s other activities—policy advocacy, in particular. A potential 
conflict of interest can develop if a group advocates in favor of a 
political issue on which its corporate partner has taken the oppo- 
site stance. The organizations we studied were all careful to man- 
age expectations around these potential conflicts, as we discussed 
in Chapter Two. NCLR, for example, is always up front about its 
position on policy issues related to the Hispanic community, in- 
cluding immigration policy, so that it won’t take its corporate part- 
ners by surprise. 

At America’s Second Harvest, the organization ensures that 
making policy decisions is a function of the president and program 
staff—not of the board, on which many corporate partners serve. 
“We do not want the food industry to have undue influence on our 
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public policy,” says Doug O’Brian, vice president for public policy. 
“Initially, the board was overwhelmingly occupied by the food in- 
dustry, and it was a prudent way to make sure that our operations 
wouldn’t be viewed as an arm for any company’s public relations 
team.” 

Further, the group takes a clear stand on policy issues related 
to hunger, but does not stray into larger areas like welfare reform, 
where there might be more conflict with corporate supporters. 
“The further we go from our mission, that’s when we come into 
conflict,” says O’Brian. “A lot of companies support food stamps. 
But advocating for [a higher] minimum wage might have been a 
problem.” 


THE LIMITS OF EARNED INCOME 


Despite the promise of social enterprise, this approach hasn’t 
proven to be the silver bullet for nonprofits that some hoped. 
Many nonprofits that lack an obvious mission-related income 
stream have found it difficult to build and sustain small businesses. 
Sometimes the revenue just isn’t worth the amount of time and en- 
ergy they must invest; other times, the business idea just isn’t prof- 
itable, or the organization doesn’t have the skills to pull it off. It’s 
hard enough for businesses to make a profit, let alone for non- 
profits to do so. 

For instance, City Year tried to launch a business selling City 
Year Gear, cobranded with Timberland. The retail line never took 
off, and City Year quietly shut down the effort. The group’s Care 
Force business has been more successful, as it leverages the core 
skills of the organization to organize company volunteer events, but 
even that generates only a small percentage of the total budget. And 
even Share Our Strength’s subsidiary, Community Wealth Ventures, 
has been far less successful as a business—in pure monetary terms— 
than its many corporate cause-marketing partnerships. 

Earned income should not be held up as a potential source of 
large infusions of financial capital to most struggling nonprofits. 
Although the appeal of having unrestricted funding is great, if a 
nonprofit isn’t careful, it can find itself drifting too far from its 
charitable mission, or even losing money in a failed business ven- 
ture. Revenue generation is most successful for those groups that 
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have a business model already conducive to making a profit—such 
as investments in real estate or financial tools like loans and mort- 
gages. For those that are in a pure service or advocacy business, it 
becomes much more difficult to find mission-related ventures that 
can return a real profit, once all costs are taken into consideration. 


PRAGMATIC ACTIVISM 


Where there’s risk, there’s also opportunity. All the stories told 
here illustrate the increased impact that results when groups lever- 
age the power and resources of the private sector and of market 
dynamics for the purpose of creating social change. 

As the various examples illustrate, the easiest place to start 
is with basic corporate partnerships, in which the company donates 
volunteer time, money, or in-kind products. Often these alliances 
progress to greater integration, as in Share Our Strength’s many 
strategic cause-marketing partnerships, City Year’s work connect- 
ing companies to their communities, and America’s Second Har- 
vest’s operational alliances with large food retailers. 

A more complicated approach is for a nonprofit to start a busi- 
ness itself, as a few of these groups have done. This is particularly 
successful for those nonprofits that work in the housing markets— 
such as Self-Help and NCLR’s Raza Development Fund. Other or- 
ganizations we studied rely on earned income mainly to supplement 
their fundraising. 

Finally, a few of these nonprofits work with corporate partners 
to change the corporations’ operations: either decreasing their 
negative impact on society, as Environmental Defense has done, or 
increasing their positive reach to underserved markets, as in Self- 
Help’s case. These nonprofits leverage markets, helping create eco- 
nomic incentives for companies to do the right thing. Although 
this last path is difficult, it is also powerful. 

Regardless of which path an organization pursues, these high- 
impact nonprofits have demonstrated that businesses and non- 
profits working together can have more impact. They are pragmatic 
idealists who combine their social values with more practical tac- 
tics—in keeping with the times. “Our goal has been to take civil 
rights and the women’s movement into the economic arena,” says 
Martin Eakes, founder of Self-Help. “The battles of the 1960s have 
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largely been won, but if they are not translated into economics it 
won't amount to much.” 

Environmental Defense began harnessing market forces and 
working with business when this was still anathema to many non- 
profits. Now, many major green groups are getting into the cor- 
porate sponsorship game, but in teaming up with Wal-Mart 
Environmental Defense is going further. Where others saw bad be- 
havior, Environmental Defense saw opportunity, and opened an 
office in Bentonville, Arkansas. “Every week, 175 million customers 
shop at Wal-Mart. If [we] can nudge them in the right direction on 
the environment, we can have huge impact,” says David Yarnold, 
executive vice president. “Wal-Mart can have a ripple effect through 
the whole economy by demanding better environmental perfor- 
mance from its suppliers.” 

It’s this pragmatic approach that has allowed great nonprofits 
like Environmental Defense to ultimately have more impact on the 
issues they care about. And, as we’ll see in Chapters Four and Five, 
following other practices we discovered—such as engaging indi- 
viduals and working through nonprofit networks—can add even 
greater power to this approach. Because a number of these non- 
profits have broad reach into many markets and have powerful al- 
liances, businesses want to work with them in return. 

“We believe that if you want to change America, you’ve got to 
change American business,” says Ruta of Environmental Defense.” 
As these nonprofits have shown, it’s possible, and even necessary, 
to engage corporate America in a constructive dialogue. Although 
there are certainly risks, the strategy has the potential to change 
the world. 


CHAPTER THREE HIGHLIGHTS 


e It’s hard to change the world without changing business. 
High-impact nonprofits recognize that the private sector 
has substantial resources and wields enormous power. These 
groups see business as an ally, not an enemy, and they help 
companies become forces for good. 

e There are three ways to harness market forces. Great non- 
profits figure out how to leverage free-market systems for 
social impact. 
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e They work with business to change corporate practices and 
make companies more socially responsible. 

e They partner with business to access more resources for 
their cause, in the form of donations, volunteers, or cause- 
marketing. 

e Some organizations run their own businesses to generate 
earned income. 

e Nonprofits bring valuable assets to the table. The best groups 
understand that they have as much to offer business as com- 
panies have to offer them. And effective cross-sector alliances 
create wins for both partners. 

e Manage the real risks. It’s difficult to work effectively with 
business. Risks include the potential to be co-opted by corpo- 
rate interests, the perception of “selling out” among peers or 
the public, and all the dangers inherent in any joint venture 
or effort to run a business. But high-impact nonprofits see 
more opportunities than obstacles. 

e Earned income can be a boon, but it’s not a silver bullet. Many 
of the groups we studied have found ways to run businesses. 
The fortunate ones benefit from robust revenue streams; others 
are unusually creative about finding ways to generate income. 
However, earned income is not for every nonprofit. Some mod- 
els don’t lend themselves to generating revenue. 





CHAPTER FOUR 











INSPIRE EVANGELISTS 


Habitat for Humanity International is one of the most successful 
nonprofits of our time—although not necessarily for the reasons 
people might think. Founded in the 1970s in rural Georgia, Habitat 
now has a total budget of nearly $1 billion, several thousand affili- 
ates, and hundreds of thousands of volunteers worldwide.! It has 
built more than two hundred thousand houses in nearly one hun- 
dred countries, and its brand name is in the same league as that of 
Starbucks.” Habitat is the only nonprofit founded since 1960 to 
make it onto the top 25 of the Chronicle of Philanthropy 400, a 
ranking by budget size. So it’s no surprise to find Habitat in a book 
about how leading social sector organizations have scaled their so- 
cial impact. 

Still, if you were to evaluate Habitat only by the number of 
houses it has built, you might be underwhelmed. Habitat’s numbers 
pale in comparison to those of real estate developers (for-profit or 
not-for-profit) that have built millions of low-income, multiunit 
housing complexes. But if you look instead at the larger commu- 
nity that Habitat has created, its impact becomes more evident. 

Habitat doesn’t aspire merely to build houses for the poor, but 
rather to mobilize communities to solve the problems of poverty 
housing. They inspire hundreds of thousands of middle-class vol- 
unteers to help build Habitat houses—to change how they think, 
how they act, and how they vote. “The goal of Habitat for Human- 
ity International is to eliminate poverty housing and homelessness 
from the face of the earth by building adequate and basic hous- 
ing,” reads its mission statement. “Furthermore, all of our words 
and actions are for the ultimate purpose of putting shelter on the hearts 
and minds of people in such a powerful way that poverty housing and 
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homelessness become socially, politically, and religiously unaccept- 
able in our nations and the world.” Habitat seeks nothing less than 
to transform the relationship between the world’s haves and have- 
nots. It’s the ultimate example of a movement for grassroots change. 

Despite its audacious goals, Habitat for Humanity has humble 
roots. It was founded by successful, self-made businessman Millard 
Fuller and his wife, Linda, in the late 1970s. Following marital 
troubles, they renounced their wealth and moved to Koinonia, a 
small Christian community in rural Georgia, where the idea of a 
“housing ministry” took root. After testing the Habitat model in 
Africa, the Fullers traveled the world, recruiting Christian volun- 
teers to assist them in building houses for the poor. They used 
church networks to reach and engage individuals. “The largest or- 
ganization in the world is the church, in all its manifestations,” says 
Fuller. “[Habitat] tapped into that huge existing organization to 
be its support base—it has been phenomenal.” 

The group’s big breakthrough came in 1984, when Fuller per- 
suaded former president Jimmy Carter—then living in nearby 
Plains, Georgia—to become an ambassador for Habitat. Carter 
agreed to serve on the board, act as a spokesman, and sign fund- 
raising letters. His involvement propelled Habitat from a small 
group to a global organization with enormous fundraising capa- 
bilities. A decade later, revenues had gone from around $3 million 
to nearly $100 million, thanks largely to Carter’s role as its premier 
evangelist. Today the nonprofit’s combined budget has grown at 
an astonishing annual rate of 30 percent over two decades.” 

Habitat’s business model is stunning in its simplicity: volunteers 
build houses, working side-by-side with the recipients, who are re- 
quired to commit hundreds of hours of sweat equity to obtain a 
home at below-market rates. Because Habitat relies on volunteer 
labor and donated materials, costs are relatively low. Further, new 
home owners are required to pay a no-interest mortgage, creating 
revenue that the local Habitat affiliate reinvests in building more 
homes. This combination of low costs and a steady income stream 
allows the group to keep expanding its work. 

Habitat’s results are so concrete—a house that people can see 
and touch—that engaging new volunteers and donors is even eas- 
ier. “We have one thing that many other nonprofits do not have: a 
hands-on approach in which a person can actually participate in a 
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project and see the beginning and end,” says Sybil Carter, director 
of corporate partnerships and Jimmy Carter’s sister-in-law. “You can 
be there for the dedication; you can ride by it a year later and say, 
‘We helped build that house.’ That is one of the main draws.” 

From the outset, Habitat discovered the Holy Grail of the non- 
profit world: a virtuous cycle in which one element of the model 
reinforces the other. It started out engaging individuals around the 
strong values of a faith-based organization. People gave time and 
money to support Habitat’s work—and they built the houses. As 
Habitat grew, it turned volunteers and donors into evangelists for 
the housing cause, transforming their lives in the process. These 
evangelists recruited more people to the organization, who gave 
time and money in an ever-expanding circle of impact. 

“The elements we rely on to grow—funding, volunteers, ca- 
pacity, construction materials—all of that we have had in abun- 
dance,” says Stephen Seidel, director of U.S. urban programs. “Year 
after year, I kept thinking this will be the year in which funding or 
volunteers dissipate. It never happened. Every year there are new 
groups that want to participate, and existing groups that want to 
increase their involvement.” 

Ultimately, Habitat has built much more than homes. It has 
created a global community committed to ending poverty hous- 
ing, and has come closer than any organization we studied to build- 
ing a movement. “I was more interested in building a movement 
than an organization,” says Fuller. “The key ingredient of a move- 
ment is abandon—you don’t hold back. It takes passion, commit- 
ment, dedication. But you can only have a movement if you attract 
a lot of people. That’s what Habitat did—it attracted a huge fol- 
lowing of hundreds of thousands of people.” 


TURNING OUTSIDERS INTO INSIDERS 


Groups like Habitat excel at engaging individuals from outside 
their organizations—as volunteers, donors, advisers, supporters, 
and evangelists. They go beyond building a community among 
their internal staff and clients: they actively mobilize the public for 
greater social change. As they grow, they continually expand the 
boundaries of their organization outward, drawing new individu- 
als into their community of believers and “change makers.” 
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We have already seen how high-impact organizations mobilize 
other sectors of society to magnify their impact: lobbying govern- 
ment for policy change and working with business. These groups 
are similarly adept at engaging individuals and the larger public in 
their work. The approach has always been an important function 
of nonprofits, providing a voice for public concerns, a vehicle for 
civic engagement, and the bedrock of participatory democracy. But 
these groups don’t actively involve individuals just because it’s the 
right thing to do. It is in their strategic interest as well. They gain 
something in return: as they mobilize individuals, they magnify their 
impact. 

Engaging individuals can be central to a group’s resource strat- 
egy. People provide volunteer labor, as in Habitat’s case, that allows 
a nonprofit to accomplish more work with lower costs. More im- 
portant, volunteers and members often give money. Large numbers 
of individual donors can provide a relatively stable, sustainable, and 
flexible funding base, unlike such sources as the government or 
grants from foundations and businesses, which usually come with 
restrictions. A large base of individual donors allows the financial 
freedom to invest in capacity and to remain innovative and adap- 
tive, because funding is not all committed to specific programs. 

Individuals also help nonprofits increase their power and influ- 
ence. Individuals, en masse, represent both voters and consumers, 
with the power to move governments and markets. Whether they en- 
gage the Hispanic community, religious conservatives, or liberal envi- 
ronmentalists, organizations often have a built-in base they can use 
to exert pressure on their elected representatives. As we illustrate in 
Chapter Five, City Year successfully mobilized thousands of sup- 
porters—individuals and other nonprofits—in its Save AmeriCorps 
campaign, resulting in renewed support for the federal program. 

Many of the other groups we’ve studied, such as Environmen- 
tal Defense and Heritage, draw on their hundreds of thousands of 
supporters to influence public policy. And Habitat has recently es- 
tablished an advocacy task force to figure out how to influence pol- 
itics. “The task force is about leveraging the untapped resources of 
thousands of volunteers in local communities,” says Seidel. “These 
are voters who by virtue of showing up with a hammer on the work 
site are connected to housing as an issue.” 
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In addition to being citizens in the sphere of civil society, indi- 
viduals are consumers in the marketplace. When an organization col- 
laborates with a business—either to change its practices or to 
engage it in a partnership—it has more leverage at the negotiating 
table if it represents a lot of people in critical markets. It can mo- 
bilize supporters in a consumer boycott to protest poor business 
practices, or encourage members to purchase products from com- 
panies that support a cause. In the case of American Express and 
Share Our Strength (discussed in Chapter Three), the group’s abil- 
ity to reach tens of thousands of well-heeled event participants and 
supporters gave it added power in partnering for social change. 

Citizens not only have power in numbers; they also have influ- 
ence in their local communities or society at large. Some of these 
influencers donate their expertise as board members or advisers. 
A few of them are “super-evangelists’—powerful leaders like Jimmy 
Carter, who use their influence nationally or internationally to help a 
nonprofit accomplish more. As CEOs of corporations, they help 
broker partnerships; as politicians, they support legislative or policy 
changes; as celebrities or prominent social figures, they draw media 
attention and inspire others to act. Support from super-evangelists 
can help create tipping points, propelling organizations to achieve 
much greater impact. 

These individuals also receive something in return: they are con- 
nected, inspired, and transformed in the process of working for a cause. 
The nonprofit helps reinforce their innermost values and convert 
their beliefs into action, whether this means voting, volunteer- 
ing, donating, demonstrating, or attending a civic function. Peo- 
ple are no longer passive consumers, but instead are co-creators 
of community. 

“Believing is belonging,” writes Patrick Hanlon in his book Pri- 
mal Branding.’ “When you are able to create brands that people be- 
lieve in, you also create groups of people who feel that they belong. 
This sense of community is at the center of psychologist Abraham 
Maslow’s famous hierarchy of human needs. . . . It is an essential 
human truth that we all want to belong to something that is larger 
than ourselves.” Although Hanlon applies this logic to businesses, 
the theory is even more applicable to nonprofits. As they engage 
others, these purpose-driven organizations meet an individual’s need 
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for belief and belonging—and they help create healthier commu- 
nities in which to live and work. 

Recent research suggests that people will help more if they are 
not seen merely as a means to an end, but as empowered equals. 
“Outsiders are much more likely to help a nonprofit achieve its 
larger goals if they are not just treated as free labor or deep pock- 
ets, but as valued members of a community,” said scholar Joel 
Podolny in a speech at the Skoll World Forum.” “Ultimately, the 
community should be treated as an end in itself.” 

There are substantial network effects to this process of build- 
ing a community. As more members join and become evangelists 
for a cause, they tap into their own social networks, recruiting 
friends to the organization. The circle keeps expanding outward. 
Large-scale involvement brings media attention to the organiza- 
tion, increasing its brand recognition, which leads to even more 
recruits. Ultimately, the ever-expanding cycle of conversion and 
engagement can create larger ripple effects on society as a whole. 


THE RULES OF ENGAGEMENT 


When we started closely examining these high-impact organiza- 
tions, we found that most of them have a superior ability to involve 
outsiders in their mission and create committed communities of 
evangelists. Although some of these communities are larger than 
others, most number in the tens of thousands or hundreds of thou- 
sands of supporters. Even more important than the quantity of 
these relationships is the quality. In marketing parlance, they are 
“sticky” relationships. 

Once it became apparent to us that individual engagement is 
a powerful lever for greater social impact, we were curious to know 
what successful groups do that distinguishes them from organiza- 
tions that are not as effective. After all, the concept of individuals 
contributing to nonprofits is not new—it is the very essence of the 
social sector. Volunteers donate time. Donors give money. Board 
members donate both time and money, ideally in large quantities. 

The twelve groups in this book go beyond traditional notions 
of volunteerism. It’s not that they don’t ask donors to attend din- 
ners and ask volunteers to help with mailings as everyone else does. 
But they transcend these more mundane tactics and create op- 
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portunities for people to actively participate and to experience what the 
nonprofits do. They make it an organizational priority, carefully 
crafting a strategy of engagement and deliberately committing the 
time and resources to create meaningful relationships. And they 
invest in sustaining these large communities of supporters who 
share their values and advocate for their cause. 

We have discovered a few guiding principles that have enabled 
the most successful nonprofits to build large communities—or 
powerful evangelists—engaged on their behalf. We call these “The 
Rules of Engagement.” Each of the four rules builds on the other, 
creating a series of ripples expanding outward (see Figure 4.1). Al- 
though not every organization applies all four equally well, most 
of them follow this framework, and they have all found a way to 
create deep and lasting relationships with their supporters. 


COMMUNICATE YOUR MISSION, VISION, AND VALUES 


Engagement of individuals starts with something obvious, but not 
at all simple: a clear and compelling expression of an organiza- 
tion’s mission, vision, and values. As they articulate their mission 
and values to outsiders—and inspire others to act on their vision— 
these organizations are able to appeal to people’s emotions at an 
almost unconscious level. Such connections inspire others to en- 
gage with the organization to express their own beliefs and values. 

This is certainly true for Habitat. “After you strip away Jimmy 
Carter’s impact, the fact that people keep coming back time and 
again to pick up a hammer or write a check is because Habitat re- 
ally does have a dramatic impact on people’s lives,” says Stephen 
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Seidel, director of urban programs. “They are living out their val- 
ues by working with Habitat.” 

Communicating values goes beyond traditional marketing as 
itis commonly understood. It’s not just about having compelling 
marketing materials, a snazzy Web site, sophisticated databases, or 
successful direct-mail campaigns. Some great nonprofits have all 
of these, but many don’t. Rather, communicating values is more 
about telling a story, connecting your work with the beliefs of 
supporters, and inspiring others to join the tribe. Whether they 
employ the CEO, other executives, or even other evangelists in 
this visionary role, these groups inspire outsiders to move from 
belief to action, and they give them opportunities to participate. 
“(Millard Fuller] had a great ability to inspire people and make 
them feel they could make a difference,” says Jill Claflin, senior 
director of U.S. communications at Habitat. “He’s a fine storyteller 
and a brilliant communicator.” 

Despite the passion of its founder, Habitat didn’t initially have 
the trappings of a well-marketed organization—such as a com- 
pelling logo or a well-known brand. Habitat built a community 
around its beliefs, and its brand followed. “The brand has been 
built at the grassroots level by engaging people in our work,” says 
Chris Clarke, senior vice president of communications. 

Over and over again, we heard this theme: it’s not about mar- 
keting per se; it’s about the message. The community itself—and 
the opportunity to participate and make a difference—becomes 
the draw. People want to belong to a community that shares their 
values, and where they have an opportunity to give back. 

Another way these nonprofits defy conventional marketing wis- 
dom is that they don’t necessarily narrow their audiences. “Habi- 
tat has such a broad appeal we haven’t had to be too finely focused 
on who we target, and that’s why the program has grown to the size 
it has,” says Tim Daugherty, senior director of direct marketing. 
“The ease of message has played a key role. Everyone has a roof 
over their heads and knows the importance of a home. It’s an easy 
concept to grasp.” 

The experience of City Year echoes Habitat’s—and flies in the 
face of most marketing textbooks. “What marketing tells you is that 
it’s all about segmentation,” says Jim Balfanz, chief operating offi- 
cer of City Year. “But in the social sector we have to create common 
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ground. We’re trying to build a field and work toward something 
that needs to be part of the fabric of democracy.” 

Groups like City Year and Habitat seek to connect people 
across society’s divides. They work for fundamental beliefs about 
the greater good, such as social justice, democracy, freedom, or di- 
versity. As we saw in Chapter Two on advocacy, they take centrist 
positions on issues and are able to transcend partisan politics and 
work on both sides of the political aisle. The approach has the ad- 
vantage of building larger communities with diverse participants. 

Among the organizations we studied, City Year has been the 
most deliberate about creating a culture of common ground.’ It 
has consciously developed rites and rituals such as Physical Train- 
ing, where corps members perform calisthenics each morning, in 
uniform and in a community’s most public space. Rituals can help 
connect corps members, increase the visibility of the organization, 
and inspire others with a public demonstration of idealism. 

From the outset, City Year has communicated its values 
through compelling stories, rituals, and symbols. The symbolism 
operates at a conscious and unconscious level. “Physical Training 
represents the myth that we are one humanity,” explains cofounder 
Michael Brown, referencing the ideas of writer Joseph Campbell. 
“Myths are things that are truer than truth, public dreams we share 
when we are awake. Rituals are the way we access those public 
dreams. At City Year, we realized we needed myths and rituals.” 

The uniform that all staff and corps members wear is replete 
with symbolism, including everything from the colors (red for 
idealism, and multicolored to represent diversity) to the idea of a 
military-style uniform to evoke national service. The City Year Web 
site talks at length about the symbolism of its logo—how the circle 
at the center represents “community and equality”; how the star- 
burst symbolizes the release of human energy, idealism, and po- 
tential, with young people as a catalyst; how the triangles refer to 
Native American mythology and the goal of making decisions for the 
next seven generations; and how even the typeface references the 
Civilian Conservation Corps of the 1930s, a predecessor to City Year. 

City Year has also documented its “founding stories,” or myths 
that illustrate its core values—idealism, democracy, participation, 
optimism, and service. These stories are available in a published 
booklet and on the Web site, and include inspirational quotations 
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from Robert Kennedy, Martin Luther King Jr., Mother Teresa, and 
Mahatma Gandhi. Its ubiquitous “Starfish Story,” for example, re- 
counts a tale of a little girl who found thousands of starfish washed 
up on a beach. She began throwing them back into the sea one at 
a time, despite the seeming futility of her act. Eventually, local vil- 
lagers joined in, until all the starfish had been thrown back. The 
meaning of the story, as City Year interprets it, is that “idealistic 
acts, even highly symbolic ones, have the power to inspire others 
to act, and sometimes in numbers significant enough to make a 
major... impact on the problem.” 

Together, these myths, rituals, and stories communicate City 
Year’s vision and values on multiple levels and inspire others to join 
the tribe. “It’s all interconnected: the use of stories, the uniform, 
the concept of a diverse corps, the concept of service being a key 
element of democracy,” says City Year board member Ilene Jacobs. 
“Somebody who doesn’t have a passion for one element of the 
story might have a passion for another part. There are so many ap- 
pealing hooks that draw people in and engage them.” 


CREATE MEANINGFUL EXPERIENCES 


Successful nonprofits don’t just express their values in a pitch— 
they give outsiders a chance to experience what they do. It’s what 
the business world calls “experiential marketing.” The approach 
goes much deeper than traditional communication techniques, 
and involves creating interactive, sensory consumer experiences 
with a product or service. In this case, however, the goal is not to 
convince people to make a purchase, but to contribute to a cause. 
Great organizations engage outsiders through experiential and 
emotional events that allow them to take part in creating social 
change. They help people understand the organization, feel more 
connected to its values, and become active participants. 

Some of the groups we studied, such as Habitat, have business 
models that make this experiential connection easy. “Habitat’s re- 
cruitment of volunteers, its bonding with donors, and its personal 
connection can’t be replaced,” says David Williams, former chief 
operating officer of Habitat and now president of the Make-A-Wish 
Foundation. “In cancer research, you can’t really give a volunteer 
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a test tube and lab coat and say, ‘Go to work.’ People are enthralled 
with the opportunity to get their hands dirty. The interaction be- 
tween the beneficiaries and volunteers is priceless; you work side- 
by-side and hear their struggle. It develops a momentum of its own 
with each new home.” 

The Exploratorium and Share Our Strength have experiential 
models as well. The Exploratorium helped pioneer the model of 
a museum as a place for experiential education. Visitors are par- 
ticipants in creating and making sense of their own learning ex- 
periences. Share Our Strength was founded on the premise that 
everyone can contribute and “share their strength” to fight hunger. 
Today the nonprofit holds approximately 150 events per year that 
are attended by more than seventy thousand people. It invites a 
million people each year to participate in bake sales or find other 
ways to contribute their talents. “It’s the simplicity of participation,” 
says Share Our Strength board member Mike McCurry. “They have 
figured out how to mix philanthropy and pleasure.” (Table 4.1 lists 
a number of “best practice” cultivation events.) 

But not all nonprofits have easy experiential “hooks” like these 
three. The majority of the organizations we looked at have figured 
out how to create these experiences for supporters—either through 
experiential events, mission-related volunteer opportunities, or 
other chances to witness their work up close and in person. Al- 
though it wasn’t part of their model, they actively sought opportu- 
nities to involve others in what they do. 

City Year, for example, did not start out engaging the general 
public in its work. Its youth corps recruits people ages seventeen 
to twenty-five to spend a year serving their community at grassroots 
nonprofit agencies. But City Year aspired to involve more than its 
corps members—and it saw the value in reaching larger groups of 
people as donors, volunteers, voters, and evangelists. 

Cofounders Alan Khazei and Michael Brown invented the Serve- 
a-thon, modeled after programs like walkathons in which individu- 
als participate in an event and raise money for a cause. Similarly, the 
Serve-a-thon allows people to raise money for City Year while per- 
forming a day of community service. Since its inception, Serve-a-thon 
has engaged over ninety thousand people, who have served more 
than 540,000 hours in their communities and raised $4.1 million for 
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TABLE 4.1. TOP CULTIVATION EVENTS. 





Organization Event 


America’s Second Harvest National Hunger Awareness Week 


City Year Serve-a-thons—one-day local volunteer 
events for thousands 


Visitor Days—anyone can visit and 
participate on given days 


Environmental Defense White-water rafting trips for VIPs and top 
donors 

Exploratorium Overnight museum stays 

Habitat for Humanity Home Builder’s Blitz and Annual Jimmy 
Carter Work Project—high-profile hous- 
ing builds 

The Heritage Foundation Presidenť’s Club meetings—invitation-only 
gatherings for VIPs 

Share Our Strength Great American Bake Sale and Taste of 


the Nation—events organized by volun- 
teers to raise funds for hunger 


Hinges of Hope—small VIP groups travel 
to impoverished regions 


Teach For America Teach For America Week—CEOs, poli- 
ticians, celebrities, and others prepare a 
lesson plan and teach a public school class 





City Year. In the process, participants have become champions for City 
Year, donating, volunteering, and even voting to support national ser- 
vice legislation. 

“Experiential persuasion cuts through a lot of the static and 
overload of information,” says Jim Balfanz, chief operating officer. 
“Experiential persuasion is one way City Year conveys idealism.” 
City Year has an explicit “theory of engagement.” The group has 
goals for the number of people it hopes to involve each year—it 
calls these evangelists its “witnesses and champions”—and hosts 
multiple events and service opportunities in addition to the Serve- 
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a-thon. All these experiences combine to create deep relationships. 
“Once you touch, feel, witness, and experience what City Year is all 
about, it is hard to walk away from it and not be impressed,” says 
Lisa Morrison-Butler, executive director of City Year’s Chicago site. 

Teach For America faced a quandary similar to that of City 
Year, and was equally creative in finding ways to convert outsiders 
to insiders and evangelists. The program was founded to recruit 
and engage young college graduates as teachers in America’s high- 
need schools, and it has built an incredibly active alumni commu- 
nity. At the outset, however, there was no obvious way to engage 
outsiders in the nonprofit’s teaching work—particularly as high- 
powered super-evangelists. Teach For America had to develop a 
new way to give individuals a taste of what it does. 

So it invented Teach For America Week, an “annual nationwide 
event in which leaders from all professions spend an hour of their 
time teaching children from some of our nation’s lowest-income 
communities.”” Since the event’s launch in 1997, hundreds of 
America’s most successful leaders have participated, including the 
actor John Lithgow, Oprah Winfrey, former secretary of state James 
Baker, and Laura Bush. In addition to Teach For America Week, 
donors who give more than $5,000 are invited to local events, to 
observe in the classroom, or even to sponsor an individual teacher. 
As we’ll see, hands-on experiences help Teach For America create 
powerful evangelists. 

The Heritage Foundation is perhaps one of the least likely of 
the organizations we studied to actively involve individuals. After 
all, the stereotypical think tank is an ivory tower in which policy 
wonks produce lengthy reports that almost no one reads. Heritage 
turned this traditional model on its head. From the beginning, it 
built a grassroots constituency and a large base of individual do- 
nors who are actively involved in its work. Borrowing tactics from 
environmental organizations like the Sierra Club and other mem- 
bership groups, Heritage launched direct-mail campaigns and held 
local events, resulting in over 275,000 members today. “Going out 
to the grass roots was important to broaden our financial base,” 
says Ed Feulner, founder of Heritage. 

Heritage’s approach goes beyond asking members to write a 
check. It holds a variety of regional and national events—includ- 
ing speaker events, conferences, and training sessions—that are 
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open to members and the larger public. It also offers a tool kit for 
conservatives to take action in their local community, as well as a 
variety of other ways for individuals to become more involved with 
the conservative cause. 

We studied only a few groups that do not create experiences 
for large numbers of outsiders: the Center on Budget and Policy 
Priorities, Self-Help, and YouthBuild USA. They engage targeted 
groups critical to their success instead, but they are equally effec- 
tive in creating meaningful relationships within these groups and 
in cultivating high-powered evangelists. 

For example, the Center on Budget and Policy Priorities has 
exceptionally strong relationships with the media, which are criti- 
cal as it seeks to influence national budget and policy debates. 
Founder Bob Greenstein and the Center’s senior economists and 
policy experts conduct weekly conference calls to discuss the issues 
with the most respected reporters and editorial writers covering 
federal budget issues. This high-touch approach differs from most 
policy groups that issue generic press releases. Although budget 
analysis defies the notion of a participatory experience, the Cen- 
ter has pushed the envelope by reaching out to critical stakehold- 
ers. “We understand that reporters get nine thousand e-mails a day, 
and we work hard to break through,” says Ellen Nissenbaum, leg- 
islative affairs director. 

YouthBuild USA, too, is less focused on involving the general 
public, but is adept at cultivating critical supporters. Because it has 
focused on government and foundations for its funding, the non- 
profit is only just now beginning to reach out to the larger public 
for donors and volunteers. Nevertheless, YouthBuild’s success de- 
pends on creating experiential activities for congressional and 
state-level supporters, who are its true evangelists. Every year, 
founder Dorothy Stoneman brings hundreds of young people to 
Capitol Hill to meet face-to-face with members of Congress. She 
also invites key legislators to spend a day at a program site in order 
to witness it firsthand. 

The experiential strategy has paid off. “A couple of years ago, 
the House was debating the Housing and Urban Development ap- 
propriation for YouthBuild,” recounts CFO B. J. Rudman. “Repub- 
licans voted to give money to YouthBuild, and some members asked 
why. ‘All you have to do is visit a YouthBuild program to under- 
stand why we are [funding] it,’ they replied.” 


INSPIRE EVANGELISTS 95 


CULTIVATE EVANGELISTS 


Once people have had a positive experience with an organization 
and are convinced of its impact, they are much more likely to act 
as an ambassador on behalf of the cause. In all the groups we stud- 
ied, we found this phenomenon time and again. When we inter- 
viewed board members, staff, program participants, alumni, and 
even volunteers, they all had their own story of conversion to tell. 
They ranged from people in entry-level positions to the most pres- 
tigious board members. Whether the nonprofits call these indi- 
viduals evangelists, ambassadors, champions, or even guardian 
angels, all of them have figured out how to leverage powerful re- 
lationships for greater impact. 

“When you commit yourself to making a difference in the world 
and share your passion and idealism with others, ‘guardian angels’ 
will emerge to help you,” writes City Year cofounder Alan Khazei.® 
“There are many people just looking for opportunities to be a part 
of something larger than themselves, and to make a contribution 
to others. Often, at times when you least expect it and most need 
it, these guardian angels will appear to donate computers, volun- 
teer their time, introduce you to someone who can support your 
work financially, or take you out to lunch to keep you going.” 

High-impact groups are particularly strategic about identifying, 
converting, and cultivating powerful individuals, or super-evangelists. 
They figure out who would be a good ally or ambassador—on the 
basis of that person’s values or an interest in the nonprofit’s cause— 
and deliberately recruit him or her as a board member or general 
supporter. In addition to former president Jimmy Carter, Habitat 
has converted countless other individual champions, including Bill 
Clinton, Al Gore, Newt Gingrich, Oprah Winfrey, and even rocker 
Jon Bon Jovi. All the other organizations we examined have at least 
one, and often more, of these super-evangelists as advisers or 
spokespeople. 

They are not just celebrity faces associated with a cause. Most 
of them are deeply involved in the work of the institution and 
make it a high priority. “Jimmy Carter served three years on our 
board, and he never missed a meeting, never came late, and never 
left early,” says Fuller of Habitat. “He didn’t take phone calls in 
meetings; he set a new standard.” Timberland CEO Jeff Swartz 
served on the board of City Year for years, and has been a key 
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player throughout the organization’s growth. At the Exploratorium, 
Gordon Moore, cofounder of Intel, is an adviser who lends his time, 
counsel, and contacts. The examples go on and on. Table 4.2 shows 
a partial list. 

These super-evangelists are often able to take an organization 
to the next level. By virtue of their political, social, or economic 
power, they can create organizational momentum. They attract at- 
tention, create legitimacy, and serve as powerful role models to oth- 
ers. Press and media attention follow, along with money, members, 
and volunteers. “ [Jimmy Carter’s] involvement quickened the pace,” 
says Fuller. “As a former president of the United States, if he goes 
out on a construction site, the media shows up. More people learned 
of us faster.” Evangelists like Carter can also tap into their own social 
networks, opening doors for an organization in politics or making 
critical introductions to other influential leaders. 


TABLE 4.2. 


HIGH-PROFILE EVANGELISTS. 





Organization 


Evangelists 





Center on Budget 
and Policy Priorities 


City Year 


Environmental Defense 


Exploratorium 
Habitat for Humanity 


The Heritage Foundation 


National Council of 
La Raza 


Share Our Strength 


Teach For America 
YouthBuild USA 


Scholar William Julius Wilson, 
independent sector CEO Diana Aviv 


Bill Clinton, George H. W. Bush, Nelson 
Mandela, Timberland CEO Jeffrey Swartz 


Teresa Heinz Kerry, Joanne Woodward, 
venture capitalist John Doerr 


Intel cofounder Gordon Moore 
Jimmy Carter, Jack Kemp, Jon Bon Jovi 


Margaret Thatcher, Edwin Meese, Steve 
Forbes 


Henry Cisneros, PepsiCo Chair Steve 
Reinemund, actress Eva Longoria 


Celebrity chefs Danny Meyer and Alice 
Waters 


Gap founder Don Fisher, Laura Bush 
Senators John Kerry and Mike DeWine 
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Environmental Defense has long gone after heavy hitters in 
politics and corporate America, as part of its strategy to influence 
both government policy and business practice. Heiress and phil- 
anthropist Teresa Heinz Kerry served on its board until recently 
and eBay CEO Meg Whitman is an informal adviser. Whitman has 
attended the group’s annual white-water rafting trip through the 
Grand Canyon (another best-practice VIP cultivation tool). Such 
powerful social networks allow Environmental Defense to broker 
a partnership with a large company or to call in favors when trying 
to pass critical legislation. 

Perhaps the best demonstration of the ability to mobilize pow- 
erful evangelists on behalf of the environment occurred in the 
summer of 2006, when Environmental Defense turned to venture 
capitalist John Doerr for help in passing California’s Global Warm- 
ing Solutions Act, the first statewide legislation of its kind and a 
model for federal legislation.” The group had a number of discus- 
sions with Doerr, a partner in the influential Silicon Valley firm 
Kleiner Perkins Caufield & Byers, and he eventually embraced the 
group’s market-based approach to helping solve climate change. 

But it wasn’t until the proposed legislation stalled that Environ- 
mental Defense called on Doerr to use his influence. At the eleventh 
hour, Governor Arnold Schwarzenegger was undecided about 
whether he could adopt the recommendations of a state panel that 
supported emissions caps. In the midst of a reelection campaign, he 
wanted to be sure he’d have the support of the business community. 
One of his top policy advisers called a senior manager from Envi- 
ronmental Defense, who was able to fax a letter of support from 
Doerr, signed by other high-tech business leaders. Within hours the 
governor announced his support of the legislation. 

For Share Our Strength, cultivating super-evangelists has been 
part of its strategy from day one. Early on, founders Billy and Debbie 
Shore recognized the opportunity to involve celebrity chefs such as 
Alice Waters, Emeril Lagasse, and Thomas Keller in the fight against 
hunger. The chefs contributed their talent to fundraisers, but they 
also provided access to their social networks and patrons, who were 
often elite members of society. And they used their influence with 
other companies to help bolster Share Our Strength’s sponsorship 
efforts. “One of the important things we did was to invest owner- 
ship of Share Our Strength in the chefs and restaurateurs,” says 
Billy Shore. “Most of them say, ‘That’s my organization—I’ve been 
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a member from the beginning.’ So they are going out looking at 
deals for us.” 

The organization’s American Express partnership, for exam- 
ple, came about because New York chef Danny Meyer started a 
local “charge against hunger” campaign at his restaurant. He then 
approached the group with the idea of expanding it nationally. Not 
only did Meyer bring Share Our Strength the American Express 
relationship, which has netted millions of dollars for hunger relief, 
but each year he hosts a dinner for the organization that raises 
$200,000. He has been an important connector for the nonprofit. 

Now Share Our Strength is looking to take these relationships 
to a more formal level through its National Culinary Council, made 
up of the connectors and opinion leaders in the restaurant indus- 
try who can bring their social networks to bear on hunger issues. 
“The Culinary Council will be small—only twenty to twenty-five peo- 
ple in the industry,” says Debbie Shore, associate director. “They are 
wine consultants, food editors, chefs—people who have a distinc- 
tive national leverage point because of who they are and their per- 
sonal networks. They are the innovators of cuisine, and the people 
who train the trainers as the heads of culinary schools. They have 
the ability to help us grow the organization.” 

Share Our Strength is also explicit about creating ongoing ex- 
periences for these core supporters and major donors as well as for 
the general public. Hinges of Hope is a new program that invites 
top supporters—celebrity chefs, corporate CEOs, leading journal- 
ists and authors—on tours to communities around the world where 
it works. These small groups visit a region with expert guides and 
board members, learning more about hunger issues and the im- 
pact of Share Our Strength’s work in the field. “Hinges of Hope is 
a cultivation tool,” says Chuck Scofield, director of development. 
“It’s also about bearing witness to all poverty and hunger. We did 
a trip to Ethiopia with chefs and corporate leaders, and it really 
deepened their commitment to Africa.” 


BUILD A BELOVED COMMUNITY 


Once groups have inspired people with their values, engaged them 
in emotional experiences, and turned them into evangelists, they 
are able to expand on these relationships to build entire commu- 


INSPIRE EVANGELISTS 99 


nities—social networks—committed to the organization. In the 
next chapter, we will focus on how these nonprofits also create or- 
ganizational networks of other nonprofits to expand their impact. 
This is where the definitions of “networks” and “communities” start 
to blur. But the distinction is academic. Great organizations lever- 
age their organizational networks—whether regional sites, affil- 
iates, or local allies—as a mechanism for reaching and engaging 
more individuals. In return they create a web of relationships and 
a larger community around the nonprofit and its cause. 

These nonprofits then invest significant time and effort in sus- 
taining these communities over time. Some are more adept at 
using technology to help maintain communication: they have 
membership Web sites and send out e-mail updates and regular 
newsletters. However, technology is not a silver bullet. Although 
Web sites and e-mail can be important tools for staying connected, 
organizations also must provide opportunities for face-to-face con- 
nection. Individual members of the community need to remain 
connected at an emotional and experiential level in order to stay 
actively involved.'° 

In addition to providing ongoing opportunities to participate 
in their work, many great nonprofits use annual conferences or 
events as a way to convene their larger community and bring di- 
verse stakeholders together. City Year has its “cyzygy” convention, 
Teach For America has its National Summit, Heritage has its Re- 
source Bank Meeting, and the list goes on. More than just an in- 
side gathering for staff or affiliates, conferences are often an 
opportunity for funders, volunteers, donors, site leaders, and other 
supporters to share knowledge and to network with each other. 
The entire tribe comes together, further reinforcing a feeling of 
community. 

“A lot of what we do all year long shows up at the conference— 
it’s our signature event,” says Gerald Bornstein, chief operating of- 
ficer of the National Council of La Raza, whose annual conference 
averages twenty thousand participants. “We bring in the affiliates, 
and we use it as a training opportunity, a networking opportunity, 
and a time to communicate our vision. We also give corporate 
America and politicians the chance to interact with our members. 
We communicate, we connect, and we celebrate and enjoy each 
other’s company—it all comes together in the conference.” 
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Another way successful nonprofits nurture their communities 
over time is through active alumni programs. Several of the orga- 
nizations we studied foster the continuing involvement of their par- 
ticipants after they have graduated from the program, including 
Teach For America, whose corps members spend two years teach- 
ing in needy schools; City Year, whose participants spend a year per- 
forming community service; and YouthBuild USA, whose members 
spend a year developing their leadership and job skills building af- 
fordable housing. 

Once people leave the program, they don’t really leave the or- 
ganization. As you'll see in Chapter Five, on nurturing nonprofit 
networks, cultivating leadership for the larger field can be a strat- 
egy for social change in itself. Leaders go on to create and run 
other organizations working for a similar cause—or to be power- 
ful evangelists in business and government on the organization’s 
behalf. Alumni can form the core of a group’s community, and 
they continue to give back to the organization—in time, money, or 
influence—long after their active participation has ended. They 
are the evangelists who, by virtue of their own deep experience 
with the nonprofit, continue to reach out and bring others in. 

All three of these groups have exceptional alumni engagement 
programs and have figured out how alumni can become a key part 
of a larger community. A study by McKinsey and the Omidyar Net- 
work found several best practices among these three nonprofits 
and others that do this well: the groups recognize alumni as an in- 
tegral part of the organization’s programs; they treat alumni as 
equals and encourage them to self-organize; and they add tech- 
nology to increase the value of the community. !! 

Whether they are engaging past participants as active members 
of the community, or creating experiences to convert outsiders to 
insiders, each organization has been able to create a larger com- 
munity that is self-sustaining. “For the social entrepreneur, the so- 
lution is to make the network itself the ends rather than means, to 
treat the network not as a tool for information or resources but as 
a community defined by a common set of values,” says Joel Podolny, 
dean of the Yale School of Management. “The community itself be- 
comes the agent of change.” !? 

Those involved become integrated into a larger community 
with shared values and beliefs, and are motivated to participate 
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more deeply as donors, volunteers, and activists. As the organiza- 
tion grows, it attracts more attention, which brings in more re- 
sources—ultimately building a kind of perpetual motion machine. 
It’s viral marketing, or self-organizing, at its best. 

“The momentum builds on itself, and it becomes more about 
guiding it than pushing it,” says Habitat’s Stephen Seidel. “When 
I started working with the Twin Cities Habitat affiliate, few people 
had heard about us. We’d built one home, and had a few under 
way. We grew to building twenty to thirty houses per year, and it 
kept growing. The more we grew, the more attention we attracted, 
and the more funding, more volunteers, the more corporations we 
were able to attract. It became this ubiquitous thing.” 


RIPPLES OF CHANGE 


The strategy of giving people concrete experiences, creating evan- 
gelists, and sustaining these communities is not always the easiest 
path to follow. It takes much more time, energy, and initial invest- 
ment than not involving others. And it’s not always clear exactly 
how the strategy will pay off, or when. But these nonprofits do 
these things just the same, because they know that ultimately this 
approach can create a powerful lever for social change. 

“Habitat has not chosen the easiest way to build houses,” says 
Eric Duell, an international partner.'* “The easiest way is like the 
construction companies do it, with paid skilled labor and lots of it. 
Habitat does not work this way because the ultimate goal is not the 
house, but [to transform] the people who participate in the build- 
ing of that house, the families who will live in that house, and the 
society that they are part of.” 

The strategy often pays off handsomely. When they make a 
small initial investment in engaging individuals, groups can often 
catalyze much greater impact. They can tap individuals to create a 
diverse and sustainable donor base and to reduce their own costs. 
They can mobilize supporters to vote on legislation or to boycott 
or support corporations. And they can leverage these individuals’ 
power, influence, or social networks on behalf of a cause. 

Ultimately these high-impact nonprofits seek to change soci- 
ety on a similarly wide scale, one person and one community at a 
time. City Year’s vision is that one day, every young person will ask, 
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“Where did you spend your city year?” Share Our Strength’s 
mantra is that “it takes more than food to fight hunger,” capturing 
its core belief that individuals make the critical difference. 

Most of the nonprofits we studied have a way of expressing this 
process of building momentum. At City Year, they call the concept 
“ripples” to convey the ever-widening circle of social impact that 
flows from a single action to change groups, neighborhoods, com- 
munities, nations, and the world. 

The ripples metaphor comes from a speech that Robert Kennedy 
made in 1966 at the University of Cape Town, South Africa: “It is 
from numberless diverse acts of courage... [and] belief that 
human history is shaped. Each time a person stands up for an ideal, 
or acts to improve the lot of others, or strikes out against injustice, 
he sends forth a tiny ripple of hope, and crossing each other from 
a million different centers of energy and daring, those ripples build 
a current that can sweep down the mightiest walls of oppression and 
resistance.” 14 


CHAPTER FOUR HIGHLIGHTS 


e Turn outsiders into evangelists. Most high-impact nonprofits 
create ways for many people to engage with their organization. 
And when they offer the right types of experiences, the best 
organizations convert their volunteers into passionate evange- 
lists for the cause. 

e Build larger communities. The best groups move beyond 
mere individual engagement to create larger communities 
of supporters. Communities are treated as ends in themselves, 
and can be mobilized for larger social change. 

¢ Follow the Rules of Engagement: 

e Communicate your mission, vision, and values. Start by com- 
municating your values, building a strong culture, and 
creating emotional “hooks” to engage and inspire others 
around your values. 

e Create meaningful experiences. Give volunteers meaningful 
experiences that align with the mission of your organiza- 
tion. Involve them in more than just volunteering or writing 
a check. Have them experience your work in person. 
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© Cultivate evangelists. Convert your volunteers into evangelists 
who will spread the word among their social networks. Cul- 
tivate high-powered super-evangelists whose values and 
interests align with yours and who can help create organi- 
zational momentum. 

e Build a beloved community. Once you've built a larger com- 
munity, cultivate it over time by providing ways for members 
to connect through conferences, communication tools, 
technology, and alumni programs. 

e Mobilize your communities as a powerful force for change. 

If you follow these rules of engagement, you can create a pow- 

erful community of individual supporters that is ever expand- 

ing. You can then mobilize them for collective action, such as 
through coordinated media campaigns, lobbying, or large- 
scale advocacy. 





CHAPTER FIVE 











NURTURE NONPROFIT 
NETWORKS 


The Exploratorium isn’t anything like an old-fashioned science 
museum full of static, poorly lit exhibits. Housed in a cavernous 
warehouse in San Francisco’s northernmost Marina district, the 
Exploratorium has an atmosphere of calculated chaos. Inside the 
eclectic space are interactive exhibits of gyrating titanium wheels, 
levitating beach balls, pulsing neon lights, and even a Tactile Dome 
that simulates how a blind person experiences the world. The 
place is teeming with children and their parents, and everyone is 
pulling ropes and pushing buttons with obvious delight.! 

People who live outside Northern California may have never 
heard of the Exploratorium, even though it was one of the world’s 
first hands-on science centers. The museum receives over five hun- 
dred thousand visitors a year, but it is not particularly well marketed. 
Its facility is looking a bit worse for forty years of wear and tear. Se- 
nior staff members even admit that it’s no paragon of nonprofit 
management. The culture is one of radical creativity and constant 
innovation, not buttoned-down systems and processes. The organi- 
zation has faced fundraising challenges, a difficult leadership tran- 
sition after its founder died, and even a contentious unionization 
effort among its staff—hardly the stuff of “best practices.” 

So you might wonder what the Exploratorium is doing in a 
book about some of America’s greatest nonprofits. It doesn’t even 
appear to meet the conventional definition of scale: it’s located on 
one site in a single community. Yet despite these issues, the Ex- 
ploratorium has had substantial impact on how we think about mu- 
seums and how we teach science. Anyone who has ever taken his 
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or her kids to a children’s museum or visited any of the world’s 
three hundred interactive science and technology centers has in- 
directly experienced the power of the Exploratorium. 

The museum is the brainchild of physicist Frank Oppenheimer, 
the late brother of J. Robert Oppenheimer, the father of the atomic 
bomb. Frank Oppenheimer designed the Exploratorium to debunk 
the notion that a museum could only be made up of dusty artifacts 
that hang on a wall or sit in a glass case. He envisioned a place 
where visitors could learn about science through mind-expanding 
experiences, a place where they could touch and interact with 
three-dimensional exhibits in an engaging and meaningful way. 

From the day the Exploratorium opened in 1969, it has served 
as a model for interactive museums around the world, many of 
which were established in the 1970s and 1980s.” In fact, Oppen- 
heimer was eager to help them beg, borrow, and steal his ideas. 
“The Exploratorium served as a touchstone in the field of science 
centers,” says Robert Semper, director of the Exploratorium’s Cen- 
ter for Teaching and Learning. “It was a place that people came to 
that provided resources to help them start interactive museums of 
their own. It was in the DNA of the founder to create a support 
structure for other people doing this work.” 

Although the Exploratorium was not the only leader of this 
larger movement—the U.C. Berkeley Lawrence Hall of Science 
and the Ontario Science Center in Toronto? were other influen- 
tial organizations—it was the most active in spreading its innova- 
tions. Early on, the Exploratorium developed multiple programs 
to help other institutions replicate its model. The museum raised 
federal funds (through a program called the Fund for the Im- 
provement of Post Secondary Education) to develop new science 
centers on university campuses and in local communities. Within 
three years, the nonprofit had helped launch twenty-one interac- 
tive museums in the United States alone, including the Children’s 
Museum of Manhattan and the Discovery Place in Charlotte, North 
Carolina. 

The Exploratorium has always seen itself as a museum without 
walls. Rather than simply shore up resources for its own organiza- 
tion, the Exploratorium actively helped other nonprofits copy its 
model. “We have a philosophy of sharing to the point of giving it 
away,” says Debra Menaker, chief financial officer. 
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What would possess an inventor to give away his secrets? Ex- 
ploratorium’s approach is akin to Coca-Cola’s posting its secret 
recipe on the Internet for anyone to copy and then paying to train 
PepsiCo in how to make better soda. In the business sector, such 
“open-source” strategies are rare. Unlike the operating system 
Linux, which allows anyone to copy, modify, and improve its pop- 
ular software, most businesses develop new ideas and then aggres- 
sively guard their company secrets. But the Exploratorium realized 
that by giving away its model and building a global network of in- 
teractive science centers, it could reach more people and have 
greater impact. 

An open-source network strategy is not without its challenges, 
however. Even though the Exploratorium has shared resources and 
expertise with many of the science centers in existence today, for 
most of its history it asked for nothing in return. The museum does 
not cobrand with its informal affiliates. “It works against us some- 
times in terms of branding,” says Pat Murphy, a science writer who 
directs the Exploratorium’s publications programs. “People say, 
“We’ve got an Exploratorium here in Cleveland.’” Nor does it seek 
to control the quality of museums in its larger network. At a mini- 
mum, it now charges a fee for loaned exhibits through a program 
introduced by Oppenheimer’s successor, Goéry Delacôte, but for 
years the museum made no money from its imitators. 

Even though it may not always get credit for this role, the Ex- 
ploratorium is recognized among its peers for what counts the 
most: catalyzing a worldwide hands-on science education move- 
ment. It has achieved such remarkable impact precisely because it 
shared valuable resources—funding, knowledge, exhibits, and tal- 
ent—with members of its informal network. 

Delacote, like other leaders at the Exploratorium, understands 
the value of the network strategy: “The future is not in large or- 
ganizations; the future is in the network, and servicing other 
organizations.” 


ADOPTING A NETWORK MIND-SET 


When we set out to write this book, we expected to learn about 
how great nonprofit organizations are led, managed, and grown. 
But as we wrote in the Introduction, we found something quite dif- 
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ferent. Building an organization is only part of the story. These high- 
impact nonprofits work with and through other organizations—and they 
have much more impact than if they acted alone. 

As we explored this attribute in depth, we were struck by the 
enormous amounts of time and energy these groups spend shar- 
ing funding, expertise, leadership, power, and credit with like- 
minded allies. They build networks of other nonprofits in their 
field—with either formal or informal affiliations—and they work 
in coalitions to achieve collective goals. At times they make signif- 
icant short-term organizational sacrifices to move the larger cause 
forward—they put their long-term vision and desire for impact 
above their own self-interest. And they do all this while managing 
and growing their own organizations. 

What they don’t do is focus exclusively on building their own 
empires or hoarding resources. Instead, they increase their impact 
by giving knowledge and resources away. “The focus of National 
Council of La Raza is on improving life opportunities for Latinos 
and fighting discrimination,” says Emily Gantz McCay, former ex- 
ecutive vice president. “You can’t do that by building the organi- 
zation. You have to do it by building the field.” 

When we first observed this phenomenon, we weren’t sure 
what to call it. “Collaboration” is an overused buzzword. It can 
imply simply being nice instead of being strategic. And jargon like 
“building capacity,” “training and technical assistance,” or “coali- 
tion building” didn’t quite capture it either—these are all tactics, 
but to what end? The organizations we found do all those things, 
and then some. Some leaders in the nonprofits we studied talk 
about this phenomenon as “building a movement,” others call it 
“building a field,” and yet others refer to “building a network.” 
They used these terms to speak about both organizational struc- 
ture and the way in which groups operate. 

Ultimately, we decided that these terms were all different ways 
of describing the same thing. The real difference between these 
nonprofits and many others lies in the way they work with and 
through other organizations to achieve greater good. Just as 
they mobilize communities of individual supporters to achieve 
social change, they also leverage their nonprofit networks to in- 
crease their impact. For simplicity, we call this approach a “network 
mind-set.” 
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Although the word network emphasizes a structure or a formal 
affiliation, in fact these groups actively build the capacity of their 
like-minded allies, regardless of whether they share formal ties or 
a brand name. Some groups, such as America’s Second Harvest 
and Habitat for Humanity, have formal affiliates with whom they 
share their brand. Other groups, such as the Exploratorium and 
Heritage, have only a single site, but they have broad informal net- 
works that they have used to spread their model or achieve more 
impact. And some of these nonprofits—City Year and Teach For 
America, for example—have corporate structures, with regional 
sites or offices that report into headquarters, but they still work in 
coalitions with other nonprofits in their fields. (See Table 5.1.) Re- 
gardless of their organizational structure, these nonprofits all ex- 
hibit a collaborative mind-set and a set of behaviors that increases 
the ability of the whole to achieve more than any individual part. 

At its most basic, a network is a group of related things that 
work together to achieve a larger goal. Think of the network of 
computers that forms the Internet, or the network of streets, roads, 
and highways that makes up our transportation grid. Collectively, 
these things are bigger and more powerful than their individual 
components. Similarly, a network strategy allows these nonprofits 
to reach more people and to have far more social impact than they 


TABLE 5.1. NETWORKS CAN HAVE FORMAL OR INFORMAL AFFILIATION. 





Informal Nonprofit Networks Formal Affiliated Networks 





Center on Budget and Policy Priorities | America’s Second Harvest 
(more than 200 member food 


City Year hawks) 

Environmental Defense Habitat for Humanity 

Exploratorium (2100+ global affiliates) 

The Heritage Foundation National Council of La Raza 
(300+ local affiliates) 


Self-Help 


Share Our Strength YouthBuild USA (226 affiliates) 


Teach For America 
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could through their own organization. Through their networks 
they have improved access to resources, and they have greater 
depth in more communities. In short, they do more with less—it’s 
the ultimate leveraged strategy. 

Most nonprofits have an “organization orientation,” which 
keeps them focused more on building their own enterprise at the 
expense of others. These nonprofits seek to scale their impact by 
growing their own institutions—producing more, adding more 
programs, and building out the organization to meet demand. Al- 
though this approach can lead to an incremental increase in im- 
pact, it does not provide the fastest or most direct route to greater 
social change. Table 5.2 compares an organization-centered ap- 
proach to a network orientation. 

We were initially surprised to find that these nonprofits collab- 
orate rather than compete. After all, competition is natural in any 
human endeavor, whether the players are operating in the public, 
private, or social sectors. Indeed, not every nonprofit sees the pie 
as ever expanding; many view other organizations as competitors 
for funding, recognition, or top talent. Even though management 


TABLE 5.2. DEFINING THE NETWORK MIND-SET. 








Organization Orientation Network Orientation 
Mind-set Competition Collaboration 
Strategy Grow the organization Grow the network or field 
for impact 
Typical Compete for scarce resources Grow funding pie for all 
behaviors — Protect knowledge Share knowledge 
Develop competitive Develop skills of 
advantage competitors 
Hoard talented leadership Cultivate and disperse 
leadership 
Act alone Act collectively 
Seize credit and power Share credit and power 


Structure Centralized Decentralized 
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experts suggest that cooperation rather than competition can be 
a better strategy in the long run, it is not always in an organization’s 
immediate self-interest to collaborate. 

But high-impact nonprofits see beyond their immediate short- 
term interest and recognize that they can achieve far more if they 
collaborate rather than compete. Although the network mind-set 
at first glance might appear generous, even altruistic, it is actually 
better described as a function of enlightened self-interest. These 
groups work with and through their nonprofit networks in order to have 
greater impact themselves. 

By acting collectively, these organizations also have more power 
and influence over government and business. Because they repre- 
sent many voices, they can exert greater influence on public pol- 
icy or corporate behavior, as we demonstrated in Chapters Two and 
Three. Further, because they have more members in their net- 
works and therefore a larger platform for distributing their ideas, 
programs, or services, they have more opportunities to engage and 
influence individuals and the public at large. They can also scale 
their impact more quickly, more efficiently, and with less direct ex- 
pense than they could if they were simply to grow their own orga- 
nizations site by site. 


How To NURTURE A NONPROFIT NETWORK 


Each of the twelve nonprofits in this book taps into the power of 
networks in different ways. But they generally share four tactics: 


1. Grow the pie. High-impact nonprofits often fund other organi- 
zations in their network or field, regardless of formal affiliation. 
Sometimes they lead collaborative efforts to gain resources for 
the network; sometimes they individually raise funding that they 
redistribute; and sometimes they help other organizations im- 
prove their own ability to fundraise. They are more focused on 
growing the pie for the larger cause than they are on grabbing 
their own slice. They want to increase resources for their cause 
because it increases their overall impact. 

2. Share knowledge. These nonprofits actively share their knowl- 
edge and expertise with other organizations through research, 
publications, and replication manuals, and build the skills of 
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their allies through training programs, conferences, and work- 
shops. By increasing the efficiency and effectiveness of mem- 
bers of their networks, they are able to have more influence as 
a collective. 

3. Develop leadership. The majority of these organizations de- 
velop leadership for the larger network, field, or movement, 
nurturing talented employees and developing the next gener- 
ation of leadership. They magnify their impact indirectly, in- 
creasing both the personnel capacity of other organizations 
and their own social connections within the network. 

4. Work in coalitions. Once these groups have built formal or 
informal networks, they often go beyond their inner circle to 
form larger coalitions and mobilize their network for collective 
aims. They work in coalition with others, playing both lead and 
secondary roles, and they share the credit for their successes. 


Although not every organization we studied pursues all four 
tactics simultaneously, most of them pursue a majority. And al- 
though some of these nonprofits built their network by creating 
formal affiliations with other nonprofits, the majority of groups did 
not. Regardless of their particular organizational structures, all 
high-impact nonprofits exhibit a network mind-set. They work with 
and through other nonprofits to achieve greater social change. 


GROW THE PIE 


One of the biggest advantages of working in a network is that it al- 
lows groups to increase the funding pie for everyone. A number of 
these organizations raise funds from individuals, foundations, or 
the government and then regrant the money to other organiza- 
tions in their field. Sometimes they grant funding without having 
any formal affiliation, freely giving money away without getting any- 
thing in return other than greater impact, as Exploratorium did. 
In other cases, the central nonprofit requires some brand affilia- 
tion, or adherence to standards, in exchange for financial support. 
In yet other cases, the organization indirectly helps like-minded al- 
lies by sharing valuable donor lists, assisting with proposal writing, 
or building fundraising skills. 
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YouthBuild USA shares wealth, knowledge, leadership, and 
power with a broader network of affiliates. Activist Dorothy Stone- 
man founded the group in East Harlem to “mobilize teenagers to 
become a positive force for change” by redeveloping dilapidated 
housing in their neighborhoods. But Stoneman ’s vision was always 
larger than the initial project: “My goal was to build a movement 
that could change the conditions of poverty and discrimination in 
which children are growing up across America,” she says. “I didn’t 
set out to create a program to be taken to scale; I set out to create 
a movement of young people taking charge of their lives and chang- 
ing their communities.” 

She remembers one consultant’s misguided advice to focus on 
building her own organization and to see other nonprofits as com- 
petition. “Think of this as a business,” the consultant said. “The 
product is what you give to young people. The market is the young 
people who need your help. Your competitors are other nonprofit 
organizations in the community who also offer opportunities to 
young people. You are competing with them for a limited pool of 
resources to fund your program.” 

Stoneman ’s reply was, “No, we’re not going to think of it that 
way. The other nonprofits are our partners. Our job is to collabo- 
rate with them to increase the pool of resources so we can collec- 
tively meet the needs of all the young people. Competition is 
counterproductive under these circumstances.”° 

Stoneman always saw collective action as her primary strategy. 
When there was demand in New York to copy her group’s model, 
she organized a network called the Coalition for $10 Million to 
seek funding from city government for additional programs. When 
that effort succeeded and demand for the YouthBuild model con- 
tinued to grow, she went on to organize a national coalition of 250 
community-based nonprofits to lobby for federal funding to spread 
the model and the movement. “The federal government has a lot 
of money—it’s the best way to scale out quickly,” she says. (See 
Chapter Eight for details on YouthBuild’s funding strategy.) 

When the YouthBuild Coalition obtained its first $40 million 
from the Department of Housing and Urban Development (HUD) 
in 2003 to replicate the program nationally, Stoneman refused to 
channel the funding through her own organization. If YouthBuild 
USA had acted as the intermediary, Stoneman feared its programs 
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would have been capped in size at around $25 million, because of 
federal funding guidelines. Although this amount of money would 
have been a big coup for the organization, it would have limited 
the potential size of the larger network. 

Stoneman sacrificed her organization’s own interest for the 
greater good. “We decided we didn’t need to control the money,” 
she says. “We had trust in community-based organizations, and we 
had a desire to get it out into the field.” Through its federal fund- 
ing, the YouthBuild network grew from a few sites in New York City 
to a national alliance of 226 organizations with combined annual 
revenues of $180 million. Together they have reached sixty thou- 
sand young people in the past decade and channeled nearly $650 
million in federal funding to nonprofit sponsors of YouthBuild in 
low-income communities. 

The upside of this strategy was that YouthBuild USA could scale 
up more quickly than if it had grown site by site. But there was also 
a drawback. By not acting as the intermediary, YouthBuild relin- 
quished control of funding decisions to HUD, while contracting 
back to the agency as a technical assistance provider. And by not 
channeling the much larger $118 million in government funding, 
YouthBuild USA’s own budget has remained much smaller, at $17 
million—most of which goes to support the network through train- 
ing and technical assistance. 

Stoneman doesn’t regret the choice. Although she may at first 
glance seem unduly generous, she does not naively pursue network 
building over more self-centered approaches. She knows she has 
had more impact by relinquishing some control and empowering 
the network. “It was a strategic decision,” she says. “We could have 
set it up where the money went to the national organization, but 
then we would have been nothing more than a demonstration 
project. The jury is still out on that decision. It’s a trade-off between 
control versus impact.” 


SHARE KNOWLEDGE 


In addition to sharing financial resources, all these organizations 
share knowledge and actively build the skills of other nonprofits in 
order to increase their effectiveness. They don’t just hoard infor- 
mation—they give it away to help the so-called competition succeed. 
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A few of them, such as Exploratorium and YouthBuild USA, ac- 
tively give away their model as a replication strategy; others help 
like-minded allies be more successful by providing training or tech- 
nical assistance. Many do both. Most share knowledge passively 
through publications and printed or online materials that docu- 
ment best practices. And many of them also actively convene their 
affiliates or local sites through conferences, and provide training 
sessions, workshops, or even hands-on consulting. 

The Center on Budget and Policy Priorities shares information 
and expertise with state and local groups, and in the process has 
dramatically expanded its impact.® Instead of growing its own or- 
ganization, it works with established nonprofits to build their ca- 
pacity to do budget analysis and advocacy work. In the business 
world, this unheard-of strategy would be akin to Starbucks’ part- 
nering with the neighborhood coffee shop to enter a local mar- 
ket—without taking any profit for itself. 

Unlike YouthBuild, the Center never aspired to build a na- 
tional movement. Bob Greenstein launched the Center in 1981 
with support from the Field Foundation in response to enormous 
budget cuts in social programs during the first Reagan adminis- 
tration. Its mission was to analyze the impact of federal budget de- 
cisions on the nation’s poor and to advocate for programs that 
benefited the least well off. At the outset, Greenstein’s exclusive 
focus was on federal policy analysis and national advocacy. He had 
little interest in building a larger network. “We never had a huge 
plan for expansion,” he says. 

In its early years, the Center enjoyed a growing reputation 
among political insiders. “[Its] numbers, which are trusted across 
the ideological spectrum, often speak for themselves,” stated the 
Washington Monthly in 1988, when it ranked the Center one of the 
five best public interest groups in Washington.’ Despite this suc- 
cess, the Center’s impact was increasingly limited because of its 
focus on federal budget analysis and low-income policy issues. More 
and more, decisions about funding and implementation of gov- 
ernment programs were being made not in Washington but at the 
state level. 

With the prodding and financial support of several national 
foundations, the Center launched the State Fiscal Analysis Initia- 
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tive in 1993 to take its model to the state level. Rather than open 
regional offices and compete with existing nonprofits, the Center 
decided to help existing organizations build their own capacity to 
conduct budget analysis. To achieve this, the Center provides in- 
formation and training to state nonprofits on issues ranging from 
budget analysis to the implementation of low-income programs. 

The initiative started with a few modest grants to fund twelve 
state-based groups, and has grown into a network that supports 
nearly thirty groups with more than $7.5 million in foundation 
funding. “It allows us to be a lot bigger than we would be comfort- 
able with on our own,” says Iris Lav, deputy director. “We wouldn’t 
want to have offices in thirty far-flung states and be responsible for 
their output.” 

The result has been significant and measurable impact. For ex- 
ample, the Center’s state-based network helped protect $24 billion in 
state-level funding for state programs, including those that serve 
low-income Americans. In 2001 and 2002, Congress had passed a 
series of changes to the tax code related to estates and businesses 
that significantly reduced the revenue available for social programs 
that states administer. The Center worked with state-based groups 
to help them understand how these tax changes would have de- 
creased state tax revenues as well; it helped target legislators and the 
media with an advocacy campaign protesting the changes contained 
in the legislation. In the end, thirty-four state legislatures refused 
to conform their tax codes to one or both of these federal changes, 
which over four years saved $24 billion in state funding for services 
that benefit the poor and other populations. 

By sharing information and building up state organizations’ 
ability to conduct budget analysis, the Center expanded its impact 
faster, more efficiently, and with fewer resources than if it had pur- 
sued a top-down expansion. It was able to tap into the individual 
networks of state and local organizations, which already had com- 
munity contacts and knowledge of the state legislators who would 
be most receptive to their calls. 

The Center’s strategy comes back to the network mind-set. The 
organization saw that enabling other groups to succeed at policy 
analysis helped it achieve its own goals much more efficiently and 
effectively. “We’re in this to have impact,” says Lav. 
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DEVELOP LEADERSHIP 


One of the most important—and least tangible—ways these non- 
profits build the strength of their nonprofit networks is by devel- 
oping and sharing their most valuable asset: people. They don’t 
hoard talent; instead, they share it with the field. Granted, talent 
and leadership are somewhat nebulous buzzwords that mean many 
things to many people. Further, a people-based strategy takes much 
longer to pay off, and its impact is far more difficult to measure 
than that of more concrete approaches. 

But developing talent and leadership can be a powerful tool 
for building a network, movement, or field, as Teach For America 
has learned.® The group’s mission is “to build the movement to 
eliminate educational inequity by enlisting our nation’s most 
promising future leaders in the effort.” But few outsiders under- 
stand its longer-term strategy for change. By slowly and steadily 
building a vanguard for education reform, Teach For America is 
having an impact that is far greater than what it can achieve in any 
single classroom or school district, despite its critics. 

The organization now boasts twelve thousand alumni, and al- 
though most are still in their twenties and thirties, these former 
corps members are increasingly assuming powerful leadership po- 
sitions. Alumni now run some of the nation’s most acclaimed 
schools. They bring fresh experience to school boards and elected 
office. And they channel the resources of the corporations where 
they now work toward education and social reform. Overall, Teach 
For America estimates that more than 60 percent of its alumni are 
still working full time in education, and of those who have left ed- 
ucation, almost half are working directly on other issues that have 
an impact on low-income communities.’ 

Scratch the surface of any new education institution today, and 
you're likely to find Teach For America alumni leading reform. 
Program alumni Mike Feinberg and Dave Levin cofounded KIPP 
(Knowledge Is Power Program), a nationwide network of charter 
schools, many led by their fellow alumni. Another former corps 
member, Michelle Rhee, founded the New Teacher Project, an in- 
novative group that works with school districts to improve the way 
new teachers are recruited and trained. Former staff member Kim 
Smith started New Schools Venture Fund, which has attracted 
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more than $50 million in philanthropy to fund innovative educa- 
tion models. Another former staff member runs the Eli Broad 
Foundation, which invests millions of dollars each year to train and 
develop school administrators. At the same time, Teach For Amer- 
ica alumni have infiltrated the corridors of power in other sectors: 
they serve as policy advisers to senators, representatives, and gov- 
ernors; they have made partner in prestigious law and consulting 
firms; and others are executives at major corporations. 

Teach For America’s leadership development work has helped 
seed a larger movement of disparate organizations connected by 
loose ties and strong values. This network of leaders has helped ac- 
cess government and private resources for education reform, put 
more pressure on government and large institutions to change poli- 
cies, and shaped strong and capable leaders in schools throughout 
the country. Although the impact is indirect and hard to measure, 
it is no less powerful or important. 

Like Teach For America, a majority of these twelve nonprofits 
formally dedicate time and effort to developing the next generation 
of leaders (see Table 5.3)—many of whom go on to work for other 
organizations in the larger field. Some of the groups, particularly 
the youth organizations, pursue the strategy as an integral part of 
their social change model. Others make a priority of recruiting, 
training, and cultivating new young leaders in large numbers. 

City Year and YouthBuild USA were founded to train and de- 
velop the next generation of leaders. Both organizations spend 
considerable resources to instill lifelong leadership skills and fos- 
ter a commitment to becoming actively engaged citizens. Youth- 
Build’s alumni base of fifty thousand and City Year’s eight thousand 
former corps members form a powerful force for change as they 
enter the working world and continue to advocate on behalf of 
low-income communities. A recent City Year study showed that its 
graduates were far more likely than their peers to vote, volunteer, 
and take civic leadership roles in their communities, regardless of 
race, education, or income level.!° 

Although some of these organizations do not have explicit 
leadership development programs, they nevertheless see such 
development as a key component of their talent management 
strategies. They may recruit, hire, train, and develop a senior 
leader within their organization, only to have that person leave for 
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TABLE 5.3. DEVELOPING YOUNG LEADERS. 





Organization Formal Youth Leadership Programs 


City Year Youth corps and alumni program; 
Young Heroes 


Exploratorium Young Explainers; teacher training 
programs 

Habitat for Humanity Campus chapters, Collegiate Challenge 

The Heritage Foundation Young Leaders Program 

National Council Young Latino Leaders Program 

of La Raza 

Teach For America Teaching corps and alumni program 

YouthBuild USA YouthBuild corps and alumni program 





another nonprofit. Indeed, because groups often reach a limit to 
their own growth, often the only way to move up is to move out. 
But when these nonprofits lose a leader to another organization, 
they are simply gaining an ally in the field. 

“NCLR has been a fantastic grooming ground for young Lati- 
nos and Latinas,” says Tom Espinoza, CEO and president of the 
Raza Development Fund. “They have worked with us and then gone 
on to do a variety of work in many areas. The infrastructure of peo- 
ple who have left us has paid dividends to the entire community.” 

Such strong social networks help build the backbone of the or- 
ganizational networks that successful nonprofits use as a force for 
good. 


WORK IN COALITIONS 


In the same way that they share funding, expertise, and talent with 
other organizations, these high-impact nonprofits are also willing 
to share power and credit while mobilizing the network for greater 
impact. They learn to increase their influence over larger systems 
by working in coalitions and alliances. 
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These high-impact nonprofits leverage their own formal or in- 
formal affiliates, and organize larger coalitions, for a number of 
ends: to raise public awareness of an issue through coordinated PR 
campaigns, to change public behavior, to influence policy decisions 
at the federal or state level, or to access resources. As discussed in 
Chapter Two, collective action is a powerful strategy for increasing 
effectiveness in advocacy. By acting together, these nonprofits have 
much more power than they would alone. For high-impact groups, 
this sometimes means leading a coalition, but it can also mean fol- 
lowing another organization’s lead and working behind the scenes. 

City Year played both roles in advancing the national service 
movement.!! At times it led a larger coalition, and other times it 
played a supporting role. Alan Khazei and Michael Brown launched 
City Year in 1988 to engage diverse youth in a year of community 
service. From the outset, the two founders deliberately positioned 
City Year as a demonstration project for federally funded national 
community service. They knew that achieving such an ambitious 
goal would require much more leverage over the federal govern- 
ment than they could achieve alone. 

City Year was a latecomer to the larger national service move- 
ment, which had been building for two decades to pressure the 
federal government to fund community service programs. By the 
mid-1980s, intermediaries like the National Association of Service 
and Conservation Corps (NASCC) and Youth Service America 
were working to unite many different players—including conser- 
vation corps, inner-city groups, and school-based service-learning 
programs—into a grand coalition to pressure Congress to pass na- 
tional service legislation.!* Even though it was the new kid on the 
block, City Year played a critical supporting role in this larger 
movement. 

By engaging inner-city and suburban youth alike, City Year 
helped create broad political support among the public. The non- 
profit also aggressively courted bipartisan political leadership and 
persuaded them of the importance of the national service cause. 
City Year was named a demonstration project under the first Bush 
administration’s Commission for National and Community Ser- 
vice, and after Bill Clinton was elected president, he held it up as 
a model for what became AmeriCorps. City Year lobbied on Capi- 
tol Hill for the legislation, and used relationships with corporate 
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leaders like Timberland CEO Jeffrey Swartz to influence the na- 
tional debate. 

Although City Year obviously benefited as an organization from 
federal funding, it never put its own interests above the collective, 
and it didn’t try to dominate the movement—or take all of the 
credit. “They were really good about showing the diversity of the 
field, about putting all sorts of groups forward,” recalls Shirley 
Sagawa, a former Hill staffer who was instrumental in drafting the 
first national service legislation. “If it made more sense to put the 
head of NASCC up in a speaking role, they did it. If it was better 
to put [business educator] Ira Jackson up there to speak to the 
business sector, Michael Brown would do it without hesitation.” 13 

A decade later, City Year took a more active leadership role in 
the field when AmeriCorps was threatened with serious budget cuts 
in 2003. Khazei and Brown organized a coalition of national ser- 
vice leaders, which included two other organizations featured here: 
Teach For America and YouthBuild USA, among many others.'4 
The Save AmeriCorps campaign resulted in thousands of signed 
petitions to Congress, full-page advertisements in major newspapers 
donated by Starbucks and other corporations, and countless stories 
in the local press. The television program West Wing even wrote an 
AmeriCorps-related budget fight into one of its scripts. By mobiliz- 
ing thousands of players and leveraging the power of collective ac- 
tion, City Year was able to help save AmeriCorps. “We were stronger 
together than we were apart,” says AnnMaura Connolly, senior vice 
president. 

Although City Year suffered budget cutbacks in the short 
term—its corps member funding was slashed almost in half—in 
the long run, its big-picture goal was preserved. The coalition won 
$100 million in restored federal funding the following year. “It goes 
back to the larger vision: seeking to expand the power of citizen 
service,” says Alison Franklin, communication director. “The cuts 
were a threat to both the [City Year] corps itself and to the concept 
of citizen service.” 

Mobilizing a network and sharing power and credit are not with- 
out their drawbacks. During 2003, CEO Alan Khazei worked over- 
time and shifted his focus to leading the national coalition, and staff 
members involved with the effort experienced a radical increase in 
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workload. Meanwhile, the organization’s expansion activities were 
put on hold, and its very existence was threatened by funding cuts. 
Was it worth the sacrifice? Many of City Year’s supporters didn’t 
agree with the nonprofit’s choices. They worried that the organiza- 
tion’s relentless pursuit of national service advocacy was eclipsing its 
focus on internal organizational needs. “People don’t always ‘get it, ” 
says City Year’s Connolly. “But it’s the role we have chosen.” 

These high-impact nonprofits all realize that sometimes achiev- 
ing larger impact means forgoing personal gain. And sometimes 
it means sharing credit and power to be a greater force for good. 
As Emily Gantz McCay, former executive vice president at National 
Council of La Raza, sums it up: “We deeply believe at NCLR that 
you work in coalition with other groups—you share the credit, and 
you share the work.” Senior vice president Charles Kamasaki 
echoes her philosophy: “At the end of the day, it’s not about get- 
ting our name in the paper but about getting that change.” 


WHEN TO Go YOUR OWN WAY 


Although network building and collaboration emerged as a pat- 
tern across many of the nonprofits we studied, not all the orga- 
nizations pursued this strategy at every juncture or to the same 
degree. An organization’s approach depends on its own goals and 
orientation and on the larger environment in which it operates. In 
some cases, the groups were not so much building a field as trying 
to disrupt or transform a field. Or they were operating in envi- 
ronments already well populated with entrenched players. This was 
particularly true for Environmental Defense in the environmental 
field and Teach For America in the field of education. 
Environmental Defense discovered that in its quest to “find the 
ways that work,” it sometimes needed to part ways with other envi- 
ronmental groups. It was among the first to embrace corporate 
partnerships, when other green groups accused it of selling out 
(see Chapter Three for more details). And it sees coalition build- 
ing for advocacy purposes as just another tool in its kit, not its 
modus operandi: “We work in coalitions when they are effective, 
but we also don’t hesitate to go our own way and drop out of a 
coalition if justified,” says Annie Petsonk, international counsel. 
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Teach For America is also viewed as a maverick in the larger, 
well-established education field. It works in partnership with orga- 
nizations that its alumni have created, and collaborates with other 
national service programs, as in the Save AmeriCorps campaign. 
But Teach For America’s collaboration stops there. Many estab- 
lished institutions in the education field do not view Teach For 
America as a team player. In fact, the organization has sought to 
shake up the education establishment, including powerful teach- 
ers unions. 

One possible reason for this approach is that when Environ- 
mental Defense and Teach For America began to grow, they oper- 
ated in large fields that were already crowded with other players, 
and they introduced solutions that ran counter to the prevailing 
wisdom of the time. Environmental Defense moved toward cor- 
porate partnerships, which were initially anathema to most envi- 
ronmentalists. Teach For America’s solution to the problem of 
educational inequality was to radically transform the way teachers 
are recruited, trained, and placed, which directly challenged the 
establishment’s position. 

Sometimes one field perceives a nonprofit as not being col- 
laborative, when in fact that organization collaborates in a differ- 
ent area. For instance, most affordable-housing groups have 
historically viewed Habitat for Humanity as isolationist in the hous- 
ing field. Although some Habitat affiliates have worked closely in 
coalition with other housing or economic development groups at 
the local level, many have not. But much of Habitat’s focus has 
been on building a network among the faith-based community and 
churches, which it has done successfully. In this way, Habitat de- 
fined its field as religious groups, and built a network through 
those channels, not in the housing field. 


PULLING IT ALL TOGETHER 


The Heritage Foundation demonstrates how all these tactics—shar- 
ing funding, knowledge, leadership, and credit—can come to- 
gether to make a network more powerful and to seed a much 
larger movement. Heritage exemplifies the network mind-set and 
strategy in action. 
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When Heritage was founded in the early 1970s, most think 
tanks were quiet backwaters of research that did nothing to actively 
promote their agendas.” Heritage changed all that. It was the first 
think tank to proactively market conservative policy to the public, 
Congress, and the White House. In the process, it helped catalyze 
a much larger conservative movement. 

Heritage is credited with helping Ronald Reagan sweep into 
office in 1980 and influencing his policies once he was in the 
White House. It helped propel Republicans to their Contract with 
America takeover of Congress in 1994, and later spurred the trans- 
formation of many states from “blue” to “red” as conservative issues 
came to dominate the national debate. Although the congressional 
elections of 2006 saw the political pendulum swing back, it is clear 
that a powerful conservative ideology has dominated much of the 
last two decades. 

The Heritage Foundation achieved this influence through an 
informal network and a strategy of shoring up its conservative al- 
lies at the grassroots level. In 1977, Heritage formed the Resource 
Bank, which began as a handful of policy analysts and has since 
grown to include more than twenty-five hundred experts and non- 
profits. Heritage network members can attend an annual spring 
conference where they debate the latest policy issues and share 
strategies for advancing conservative policy agendas. They also can 
attend Heritage-sponsored workshops on analyzing legislative pro- 
posals and receive help with marketing and fundraising. Heritage 
provides all its assistance free of charge, to virtually any conserva- 
tive proponent who seeks it. 

When Resource Bank member John Andrews founded the con- 
servative Independence Institute of Denver, for instance, he combed 
through Heritage’s database to identify local donors. “Who else 
would tell you the major donors in your state and provide a print- 
out of their names?” asks Andrews incredulously.'® Rather than see 
the regional group as a competitor for local funding, Heritage saw 
it as an ally fighting for the larger conservative agenda. 

Heritage also helped its conservative allies get their message 
out. It built two state-of-the-art radio studios at its headquarters two 
blocks from the U.S. Capitol for conservative leaders and opinion 
makers. “Our studios are available at no charge to our allies in the 
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battle,” says Rebecca Hagelin, vice president of communications 
and marketing. And Heritage provides training on everything 
from communication skills to organizing and policy advocacy. “I 
was astounded to learn that I had a budget to train other conser- 
vatives, whether from Capitol Hill or a grassroots person from 
Iowa,” says Hagelin. “Heritage seeks to strengthen the movement, 
not just itself.” 

The Heritage Foundation has helped nurture the next gen- 
eration of conservative leadership as well, ensuring the sustain- 
ability of the movement. Through a prestigious paid internship 
program, which includes housing in Washington, Heritage grooms 
college students for future positions in the marketplace and with 
other conservative groups. “We see young interns as the root,” says 
Stuart Butler, vice president of domestic and economic policy 
studies. “They could potentially staff other organizations, or come 
back to us.” 

What sets The Heritage Foundation apart from other conser- 
vative organizations, and most think tanks in general, is its re- 
markable dedication to building, cultivating, and coordinating a 
network of allies. This network in turn serves as an important hub 
for the larger conservative movement. Heritage does not see other 
conservative groups as competition. Instead, it helps them raise 
funds, build their skills, and develop leadership to increase their 
impact. 

Although generous, Heritage’s collaborative approach is hardly 
altruistic. It is, in fact, a strategy for realizing its own goals. “[Lead- 
ers] Ed Feulner and Phil Truluck have always had a vision for build- 
ing the field,” says Becky Norton Dunlop, Heritage vice president 
of external affairs. “We’re not in competition with other organiza- 
tions. We’re one piece of the conservative movement, and what- 
ever we can do to help others represent the conservative view, we 
will. Our view is that the conservative pie is large and growing.” 


NETWORKS ARE THE FUTURE 


Networks and open-source platforms are popular these days in the 
high-tech industry. Social networking sites, such as LinkedIn and 
MySpace, have transformed the way we think about community at 
the individual level. And open-source technology platforms like 
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Linux—along with such userdriven Web sites as Wikipedia—have 
also tilted the playing field toward collaboration over competition. 

There’s a paradigm shift under way in the private sector. In a 
recent book The Starfish and the Spider: The Unstoppable Power of Lead- 
erless Organizations, the authors examine the impact of this emerg- 
ing network structure.!” Their point is that if you decapitate a 
spider, it will die. But with headless starfish, if you cut off an arm, 
the old starfish will simply regenerate a new arm, and the other 
arm will grow into a new starfish. Spider organizations have rigid 
hierarchies, top-down leadership, and centralized decision making 
(think militaries, traditional corporations, and bureaucratic gov- 
ernments). Starfish, in contrast, are highly decentralized, relying 
on peer-to-peer relationships, widely distributed leadership, and 
collaborative communities united by shared values. They are ex- 
emplified by such groups as Burning Man, Alcoholics Anonymous, 
and the Apache Nation. 

The advantage of these decentralized networks is that they re- 
quire little initial investment, scale quickly, are highly adaptable, 
and are hard to destroy. They are also disrupters. The starfish or- 
ganization can present a serious challenge to traditional spider busi- 
nesses, as the peer-to-peer file sharing network Kazaa did when it 
undermined the mainstream music industry by allowing free music 
downloading and became the target of copyright lawsuits in return. 

The starfish model is a perfect metaphor for nonprofits, which 
are more decentralized, are united around communities with 
shared values, and practice more distributed leadership. They are 
the ultimate peer-to-peer networkers, working through others to 
transform government, business, or public behavior. In fact, the 
authors look at the social sector role that networks have played in 
the antislavery movement and in the spread of innovations like 
Alcoholics Anonymous. 

Though there’s a link between social networks and social 
movements, generally the important role that networks play in 
achieving social change is not widely understood in the nonprofit 
sector. It’s popular to pay lip service to collaboration, but few 
groups actually do collaborate or understand how and why doing 
so can be in their strategic self-interest. Following a network strat- 
egy is not without its challenges. At times it requires organizations 
to make sacrifices and choose pathways that they otherwise would 
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not pursue. And it requires taking a longer-term, bigger-picture 
view to see beyond immediate self-interest or ego to what will ulti- 
mately create more benefit for the whole. 

But a network strategy is a more highly leveraged approach to 
achieving social change. The traditional way to scale an organiza- 
tion’s impact is to build and fund new locations one by one. Ex- 
pansion takes longer, requires more capital, and attains power 
slowly. But by scaling a network, nonprofits distribute the costs, scale 
more quickly, and have more immediate power through collective 
action. Networks wield additional public influence over large in- 
stitutions; they create more ways to engage individuals at the local 
level; and they offer a larger distribution platform for services or 
ideas. 

The lesson here is that organizations seeking to scale their so- 
cial impact should look to a network of allies, not just to the de- 
partments within their organization’s four walls, as the engine of 
change. This network mind-set will help make short-term strategic 
choices clearer. Because in the end, even though they may be in- 
visible to outsiders, nonprofit networks are among the most pow- 
erful forces that an organization can channel for the greater good. 


CHAPTER FIVE HIGHLIGHTS 


e High-impact nonprofits adopt a network mind-set. Great non- 
profits collaborate rather than compete with their social sector 
peers. They don’t see other groups as competition for scarce 
resources. Instead, they understand that only by working col- 
laboratively with like-minded allies can they have more impact. 

e To build the larger field, share resources and empower others. 
Successful organizations help other organizations succeed by 
sharing hard-to-attain resources—money, special knowledge, 
training, and a growing pool of talent. They engage in most 
or all of these practices: 

e Grow the pie. They help expand the funding pie for all, or 
redistribute resources to the network or field. 

e Share knowledge. They share information openly and pro- 
vide training to other nonprofits to increase these groups’ 
capacity. 
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¢ Develop leadership. They invest in building leadership for the 
larger field, and share their talent with like-minded allies. 

e Work in coalitions. Whether or not they have a network struc- 
ture, these nonprofits work in formal and informal alliances 
to advance the larger cause. 

e Give credit where credit is due. The best groups look for ways 
to share credit and shine the spotlight on other organizations. 
They join coalitions and decide when to lead and when to play 
a secondary role—and put equal effort into both. Often the 
most influential player in a coalition is the one that operates 
from behind the scenes. 





CHAPTER SIX 











MASTER THE 
ART OF ADAPTATION 


When Share Our Strength founder Billy Shore and his sister, Debbie, 
decided to start a nonprofit in 1984 to fight hunger, they began with 
an approach that was at once simple and counterintuitive. Instead 
of mailing out letters seeking support from the usual cadre of anti- 
hunger activists, they reached out to an entirely new group of peo- 
ple who care about food—gourmet chefs and restaurateurs. The 
Shores believed that these professionals would have an affinity for 
hunger issues and could be inspired to donate to the cause.! 

One of the first people to respond was Alice Waters, the Berke- 
ley, California, chef and owner of Chez Panisse, who is renowned for 
her passion for locally grown food. Waters sent Share Our Strength 
a $1,000 contribution. “She can do more than write checks,” thought 
Billy Shore. So the Shores asked Waters to help them reach out to 
other opinion leaders in the restaurant industry. Soon chefs from 
all over the country were donating to the cause, and Share Our 
Strength had raised $20,000 for hunger relief. 

By 1986, the brother-sister duo was working on Senator Gary 
Hart’s presidential campaign in Denver, and running Share Our 
Strength on the side. While there, they convinced local chefs to 
host a food-and-wine benefit for their fledgling nonprofit. The 
chefs volunteered to provide a sampling of gourmet dishes to 
guests, whose entrance fees were donated to Share Our Strength. 
The group, in turn, gave away the proceeds to programs fighting 
hunger. 

The event raised a modest $10,000, but more than the money 
raised, it taught the Shores something valuable: whereas only a 
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few of the chefs had answered Share Our Strength’s direct mail 
request for a $100 donation, they each volunteered to contribute 
about $800 worth of materials and labor to the event. Their time, 
in-kind donations, and status were worth far more than cash to the 
nonprofit. 

Share Our Strength changed its tactics, moving away from its 
previous direct-mail strategy. In 1988, it launched a national series 
of events called Taste of the Nation, modeled on the Denver pro- 
totype. Within two years, the events had expanded to eighteen 
cities and had raised about a quarter-million dollars. Today, Taste 
of the Nation is held in more than sixty communities and has 
raised more than $40 million to fight hunger. 

This success led Share Our Strength to experiment with other 
events that leveraged people’s strengths to raise money for hunger 
relief. It launched A Tasteful Pursuit, an elite gathering sponsored 
by Lexus that features seven-course dinners with celebrity chefs, as 
well as events like the Great American Bake Sale, which has en- 
gaged one million volunteers in their communities. These humble 
bake sales have raised over $3 million since 2003 to help end child- 
hood hunger. Share Our Strength also built its most lucrative ini- 
tiative to date, the American Express Charge Against Hunger 
campaign, which alone raised $21 million over four years. 

Not every new venture was an unmitigated success, however. 
One flop was the short-lived Taste of the Game, an extension of 
the dinner concept into the field of sports. The idea was com- 
pelling: big-name coaches and athletes would donate their time to 
teach kids football; parents would buy tickets to the event to raise 
funds. But on the big opening day, things went awry. It rained—a 
big deal, given that only outdoor activities were planned. And foot- 
ball coaches just didn’t demonstrate the same passion for hunger 
as chefs. So when the pilot project ended, the organization aban- 
doned the effort. 

Dine Across America was another washout. The idea was to ask 
the thousands of chain restaurants like Applebee’s and Chevy’s to 
donate a portion of their profits to charity. “We decided it was not 
successful, because we wanted it to reach a million dollars in rev- 
enue immediately, and it only reached $250,000 in the first go- 
round,” says Ashley Graham, director of leadership. Share Our 
Strength staff members were unsure whether the program fell 
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short because the idea was unsound or because they failed to allo- 
cate sufficient resources to improving the program over a longer 
period of time. 

In order to learn from these failed experiments and improve 
its “research and development” process, Share Our Strength 
turned to its McKinsey-trained managing director, Pat Nicklin. 
Nicklin applied her experience as a business entrepreneur to cre- 
ate internal systems that help staff evaluate new ideas and conduct 
more rigorous reviews of existing programs. Under the system, staff 
members now write business plans for new program ideas, which 
the senior management team periodically reviews. 

“Staff seem to appreciate the added layer of process, as the his- 
torical lurching after one idea or another didn’t pay off in the 
end,” says Nicklin. “Taste of the Game cost hours of every team 
member’s time.” Echoes longtime staffer Graham: “Pre-Pat, we al- 
ways had an entrepreneurial approach to our business. We were 
great at setting BHAGs [Big Hairy Audacious Goals], but we 
weren't always great at identifying the way to get there.” 

Today, Share Our Strength’s creativity flourishes—along with 
its ability to execute on its best ideas. Rather than stifling new 
ideas and imposing pointless bureaucracy, the new system allows 
the organization to focus scarce resources where it can have the 
most impact. It doesn’t have time and energy to waste on new pro- 
grams that are unlikely to succeed. As staff members learned, a bit 
of discipline can serve as an effective counterbalance to unbridled 
innovation. 

Share Our Strength is a role model for innovation. Sure, it has 
come up with some creative, even brilliant, ideas. But it can also 
execute on these ideas, expand them when they bear fruit, and shut 
them down when they fail. Along the way, the group has created 
systems for evaluating new and existing programs that have in- 
creased its efficiency without dampening its entrepreneurial spirit. 
In short, Share Our Strength has mastered the art of adaptation. 


THE CYCLE OF ADAPTATION 


Like Share Our Strength, each of the twelve organizations in this 
book is highly adaptive—able to perceive changes in the environ- 
ment and develop new approaches in response. We believe this is a 
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critical component that allows them to continually increase their 
impact. When they perceive a gap between their vision and their 
results, they aren’t afraid to modify their approach to be a greater 
force for good. 

Adaptive capacity is one term used to describe this phenome- 
non—and high-impact nonprofits have it in abundance. “It is one 
thing to deliver a program... [and another] to know where and 
how to change programs and strategies so that the organization is 
delivering on its mission,” write the authors of High Performance 
Nonprofit Organizations. “For an organization to be more than the 
sum of its programs, it needs the ability to ask, listen, reflect, and 
adapt”? Christine Letts and her coauthors argue that a nonprofit’s 
ability to develop adaptive capacity is essential to increasing its ef- 
fectiveness and therefore its impact. 

Yet these qualities are surprisingly hard to come by in the so- 
cial sector. On the one hand, many established, larger organiza- 
tions become mired in bureaucracy or stuck in old ways of 
approaching social change that no longer work. They fail to rec- 
ognize that the world is changing around them, and they are un- 
able to modify their programs and tactics on the basis of signals 
received from the external environment or from key stakeholders. 

On the other hand, thousands of start-ups pride themselves on 
being entrepreneurial and innovative, generating countless new 
ideas—and often reinventing the wheel. They are bursting with 
creative energy, but they lack the management capacity, systems, 
and resources to bring these ideas to full fruition. And when new 
programs fail, these organizations are unable to learn from their 
mistakes. As the authors of Ten Rules for Strategic Innovators point 
out, it’s much harder to execute on ideas than come up with them 
in the first place: “The limits to innovation have less to do with cre- 
ativity, and more to do with management systems. ”? 

But the nonprofits we studied have discovered how to walk the 
fine line between creative innovation and structured execution. 
They exhibit the ability to listen, innovate, learn, and modify their 
approach—they have mastered what we call “the cycle of adapta- 
tion,” as illustrated in Figure 6.1.4 

We believe that mastering the cycle of adaptation is critical to 
success. Precisely because they exist at the intersection between mar- 
kets and governments—which are constantly changing—successful 
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FIGURE 6.1. THE CYCLE OF ADAPTATION. 
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Note: This figure draws on concepts from established frameworks such as the 
Japanese Plan, Do, Check, Act (PDCA) model and Kolb’s Learning Cycle. 


nonprofits must continuously adapt in order to remain relevant. 
For example, as public policies change or as political parties come 
and go, an advocacy approach must change in response. Or as so- 
cial needs are met through changes in the economy or markets, a 
group must identify new opportunities to help their constituents. 

Given how important adaptive capacity is, we wanted to un- 
derstand specifically what drives change in the first place—and how 
groups develop, evaluate, and modify new program opportunities 
in light of their overall strategies and goals. 


WHAT DRIVES INNOVATION? 


Sometimes the impetus for change comes from an external source, 
as an organization’s environment shifts and the group responds. 
Other times, change is the result of internal dynamics: an organi- 
zation evaluates its programs and decides to alter its course because 
it sees a gap between its goals and its actual results. 
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We observed that “staying close to the customer,” to borrow a 
business phrase, is the most common impetus for adaptation. 
Groups listen closely to their constituencies and stakeholders, in- 
cluding clients, donors, volunteers, and partners in all sectors of 
society. They are able to track changes in customer needs, and they 
perceive new opportunities for solving social problems as they so- 
licit feedback. Share Our Strength launched the Taste of the Na- 
tion event series because it realized that chefs were more interested 
in donating their time and talent than writing checks. The group 
listened to chefs’ interests and needs, and was then able to capi- 
talize on an opportunity to engage them more effectively. 

Frequently, external forces disrupt a nonprofit and compel it 
to redesign its programs. For example, America’s Second Harvest 
historically created food banks where slightly damaged but edible 
packaged food could be stored and redistributed.° But the food in- 
dustry has changed significantly over the last decade, moving away 
from canned goods into ready-to-prepare meals and fresh produce. 
Increasingly, many grocery stores devote more square footage to 
fresh produce and deli sections. Rising societal concerns about diet 
and nutrition among the privileged have trickled down to affect 
the types of food available to the hungry. Second Harvest saw these 
changes and responded to them, altering its supply chain to ac- 
commodate fresh produce, developing prepared meal programs, 
and integrating new procurement models to adapt to changing 
trends in the food industry. 

“Basically, we’re chasing trends of the food industry,” says re- 
cent CEO Bob Forney. “Now we have to have not just pallets for 
canned and packaged goods, but a new food transport system with 
refrigerators. We have to move [produce] quickly or it will perish.” 
Making this change wasn’t easy, or cheap. America’s Second Har- 
vest had to develop a new online distribution system that uses the 
latest technology to allocate fresh produce quickly and efficiently 
to local food banks. And it invested in refrigerated trucks and ware- 
houses to store goods in transit. 

Had America’s Second Harvest not been able to listen and re- 
spond to these changes, the organization could still be distrib- 
uting dented cans, fulfilling an important need. But it wouldn’t 
have been effecting the degree of social change that it does today, 
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feeding many more people in much healthier ways. “It’s dynamic, 
not static,” says Al Brislain, vice president. “You have to adapt to 
the environment around you. You can’t impose your reality on 
your environment.” 

One reason the nonprofits we studied are so adept at re- 
sponding to external cues is that they must work outside the 
boundaries of their individual organizations to achieve greater im- 
pact. In Chapter Two, we demonstrated how both providing direct 
services and advocating for policy change lead to greater impact. 
This dual business model enhances an organization’s ability to in- 
novate, with on-the-ground programs informing advocacy, and vice 
versa. Likewise, in Chapter Five we saw how working with local af- 
filiates and through less formal networks also keeps a group’s ears 
to the ground. The organization’s networks inform it about what 
is working, what isn’t, and what more can be done. And in Chap- 
ter Three, we saw how savvy nonprofits successfully partner with 
businesses and stay attuned to changes in markets. 

But an external event doesn’t always trigger change. Many 
times, adaptation arises from within the organization itself. Share 
Our Strength launched an advocacy campaign after a great deal of 
introspection on the eve of its twentieth anniversary. It just wasn’t 
satisfied with the progress it was making toward its goal of alleviat- 
ing hunger in America. “I’d asked people to go away and come 
back with what they thought was the most compelling, the boldest as- 
sertion of impact we could make over the next twenty years,” says 
Billy Shore. “We needed to find something that people could get 
their arms around.” 

Staff members generated a host of ideas, one of which was the 
ambitious notion of ending childhood hunger in America. That 
fall in New York City, Share Our Strength held its Conference of 
Leaders, a private event for senior advisers that includes top chefs, 
restaurant owners, and chief executives from its corporate part- 
ners. Although the original purpose of the event was to focus on 
operations, conference attendees provided useful input on the 
nonprofit’s strategic direction. 

“We started to talk about the End Childhood Hunger in Amer- 
ica strategy, and everyone got very excited,” says Shore. Instead of 
rejecting the idea of advocacy, as some staff members had feared, 
the group’s corporate partners actually championed the move into 
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the political arena. Shore recalls their response: “You're telling us 
there’s a goal line and you know where it is, and you can get across 
it? We want to be part of it.” 

Share Our Strength dramatically shifted its priorities as a re- 
sult, starting with an effort to define how a single city like Wash- 
ington, D.C., could eradicate childhood hunger. “We did it to make 
sure that we could actually end hunger (as opposed to just alleviate 
it), and we wanted to hold ourselves accountable for something 
more achievable than ending all hunger, worldwide,” says manag- 
ing director Nicklin. “As a result, we’ve had to fundamentally 
change who we are as an organization. We’re changing the way we 
work with our grantees—we’re now consultants, collaborators, and 
strategists, as well as grantmakers. And we’re changing the way we 
raise money, by partnering with foundations in addition to con- 
tinuing our cause-marketing and events.” 

A process of introspection can lead an organization not only 
to introduce new programs but also to eliminate old ones. We’ll 
see later in this chapter that the organizations that are most ag- 
gressive about evaluation shed old programs nearly as often as they 
create new ones, freeing up resources to pursue fresh opportuni- 
ties and improve high-potential offerings. 


DIFFERENT CULTURES SUPPORT ADAPTATION 


Once we better understood what prompted these twelve organiza- 
tions to change, we looked more closely at how they developed the 
specific capacities needed to adapt. As we explored the ways they 
hatched new ideas and then evaluated and modified their pro- 
grams, we observed that the groups had a range of styles. We 
mapped these approaches along a continuum ranging from loose 
to structured, as shown in Figure 6.2. 

Some of these organizations are more organic in their ap- 
proach—innovation just seems to happen. They value experimen- 
tation and hands-on learning, and are more likely to have a creative 
culture and idiosyncratic evaluation rather than rigorous systems. 
We decided to call these nonprofits “the Free Spirits.” At the other 
end of the spectrum, some groups have developed rigorous 
processes to guide their adaptation. When we visited them, they felt 
like well-oiled machines. They are run more like businesses, with 
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FIGURE 6.2. DIFFERENT CULTURES SUPPORT ADAPTATION. 
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clear strategic planning processes, strict policies guiding new pro- 
gram development, and rigorous evaluation. We typecast these or- 
ganizations “the MBAs.” 

Finally, a few organizations fall somewhere in between—they 
have a combination of openness, innovation, and structured eval- 
uation. Typically, new nonprofits start out on the Free Spirit end 
of the spectrum, and evolve toward a greater amount of structure. 
That’s the natural life cycle of most organizations, whether they 
are for-profit or nonprofit. Over time, and through sometimes 
painful experiences, entrepreneurial groups develop more formal 
ways to innovate. 


THE FREE SPIRITS 


A number of these organizations take a freewheeling approach to 
adaptation. They emphasize experimentation and action, they’re 
impatient with any process that smacks of bureaucracy, and they 
pride themselves on being “doers” not “planners.” Their cultures 
can only be described as creative and innovative, as opposed to sys- 
tematic or structured. 

Self-Help is the ultimate Free Spirit. Staff members unani- 
mously describe the organization as innovative and hands-on.° “We 
lend, innovate, do more lending, then go advocate to large insti- 
tutions to change,” says Randy Chambers, chief financial officer. 
For Self-Help, it’s important to be active in the financial market, 
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using a single lending deal as a stepping-stone to the next break- 
through innovation. 

In Chapter Two we told the story of a Self-Help client, the 
school bus driver, who was in danger of losing his home. This sin- 
gle encounter led the nonprofit to discover that tens of thousands 
of others were victims of similar lending abuse. Within three years, 
Self-Help had launched a new affiliate organization, the Center for 
Responsible Lending, which has since helped groups in twenty-two 
states pass anti-predatory lending laws. Because it was responsive 
to its clients, Self-Help was able to quickly identify a problem and 
implement a solution. “We’re small enough and nimble enough 
to turn on a dime,” explains CEO Martin Eakes. “We don’t dilly- 
dally or have a nice process where we all sit around in a room with 
a whiteboard on the wall. We would rather put our toes in the 
water as a test than study to death a proposed plan of action.” 

This bias toward action is due, in part, to the field in which 
Self-Help operates. Lending to disadvantaged populations is a new 
industry that is still maturing, so there isn’t a lot of historical 
precedent. “In this field, there is not a lot of market research or 
third-party data about our [clients],” says Bob Schall, president of 
Self-Help Ventures Fund. “The information is hidden, or it 
doesn’t exist. So you cannot do a lot of advance planning. You 
have to be in the market first to gain information about the mar- 
ket and to test what works.” 

Even Self-Help’s system for evaluating new program ideas can 
best be described as loose. Toni Lipscomb, president of Self-Help 
Credit Union, explains the process: she evokes the image of a 
bull’s-eye to illustrate how new program ideas configure around a 
central point. The center of the bull’s-eye represents the organi- 
zation’s core mission—closing the wealth gap between poor and 
minority borrowers and the rich. Ideas with the potential to hit this 
central target are supported, with less emphasis on their prof- 
itability. “The operating assumption is that the farther an idea is 
from the mission target, the more the product or program must 
contribute to Self-Help’s financial sustainability,” notes Lipscomb. 

One program to emerge from this process was a new initiative 
to extend credit to child-care centers serving low-income popula- 
tions. Historically, Self-Help had focused its lending in areas that 
enabled low-income people to build assets, such as through owning 
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their own home or business. Child-care centers did not help indi- 
viduals build personal wealth per se. But Self-Help soon discovered 
that local business- and home owners were better able to maintain 
their assets when their children received stable, quality care. So 
child-care center lending moved closer to the center of the Self- 
Help bull’s-eye. 

Such an approach to idea vetting is a fairly simplistic system 
that works for a group like Self-Help, which manages against a dou- 
ble bottom line (it measures its success both in terms of financial 
returns and social impact). The group has access to real financial 
metrics that quickly indicate the financial success or failure of new 
lending programs: borrowers either repay their loans or they don’t. 
Self-Help can get by with trying things out, listening to market 
feedback, and keeping what works. 

For other organizations, such as the Exploratorium, measur- 
ing impact is inherently more difficult.’ The museum aspires to 
help people learn about science and to influence how science is 
taught in public schools, but there is a real artistic element as well. 
The impact of the organization has as much to do with inspiration, 
awe, and the creative process as it does with hard facts. These 
intangibles are even more challenging to evaluate, so it’s not sur- 
prising that the Exploratorium takes a loose approach to adapta- 
tion. Scientists and artists are constantly experimenting with new 
exhibits to present physical phenomenon in ways that will teach 
and inspire visitors. The culture is one of constant change and cre- 
ative destruction. 

Walk into the Exploratorium’s cavernous warehouse space in 
San Francisco, and the first thing you see through a glass wall is a 
machine shop where artists and engineers in welding glasses as- 
semble new exhibits. Sparks fly as they bang metal against anvil, 
the clanging almost audible through the window. The creative 
process is exposed for all to see, setting the tone for the rest of the 
museum. Visitors are invited to interact and experiment with all 
the exhibits and to rediscover the joy of learning. Across the street 
in the organization’s headquarters, the atmosphere is similarly un- 
structured. Housed in an old army barracks, the offices are a rabbit 
warren of cubicles. Bright posters, Escheresque art, and photo- 
graphs of scientific phenomena hang on the walls. Desks are piled 
high with paper, gadgets, and news clippings. The culture is de- 
cidedly creative and nonconformist. 
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The Exploratorium’s organizational structure, which is mod- 
eled on a university, supports this culture of innovation. It has 
avoided imposing too many managerial layers, or too much disci- 
pline, for fear of squelching creativity. “We have a flat hierarchical 
structure that is conducive to creativity,” says Robert Semper, di- 
rector of the Center for Learning and Teaching. “A group can or- 
ganize around an idea rather than around a structure. Ideas can 
originate from anywhere. Anyone can put their hand in and try 
something out to make it work.” Staff members are given free time 
to tinker with pet projects. 

One drawback to having so much creative freedom is a corre- 
sponding reduction in rigor. By its own admission, the Explorato- 
rium has sometimes sacrificed managerial efficiency on the altar 
of inspiration. And it recognizes the inherently difficult nature of 
evaluating creativity and learning. “It’s very difficult to measure our 
impact,” says Pat Murphy, director of publications and editorial. 
“We’ve added a research component and we work with evaluators, 
but it’s never going to be easy.” The Exploratorium measures what 
it can, but it doesn’t let numbers stand in the way of having impact 
on amore intangible level. 

Newly appointed CEO Dennis Bartels emphasizes that alter- 
native approaches are critical to the organization’s creative culture 
and to its ability to remain innovative. “The Exploratorium is a 
place of strange juxtapositions: What happens when you put art 
and science together? When you make the invisible visible? What 
happens when you ask impossible questions?” Without artists to 
help scientists translate complex phenomena into exhibits, it is 
hard to imagine that the Exploratorium would have achieved such 
extraordinary impact with visitors, or in the science field at large. 


THE MBAS 


Another cluster of successful organizations falls on the opposite end 
of the adaptation spectrum. Organizations like Teach For America, 
The Heritage Foundation, and America’s Second Harvest are metic- 
ulous about evaluating and measuring their programs, and are stick- 
lers for strategic planning. They are certainly innovative, but they 
seem to learn as much from evaluating and planning as they do from 
doing. Their approach is more akin to companies in the pharmaceu- 
tical industry, with elaborate R&D pipelines and staged processes. 
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Teach For America’s headquarters is a picture of stark moder- 
nity and hushed professionalism.’ The converted warehouse space 
in Manhattan’s Garment District is minimalist: ceilings are lined 
with exposed pipes, floors are unpainted concrete, conference ta- 
bles are cold steel. Staff members pass by briskly with a serious air. 
Meetings are held to talk about recruiting quotas and to optimize 
strategies on campuses across the country. Like an elite military 
force, the Teach For America team is talented, dedicated, and dis- 
ciplined. The organization is all business. 

Teach For America’s management team tracks data as if their 
lives depended on it. They focus like a laser beam on evaluation. 
Although its approach may have been looser in the early years, 
today the organization obsessively collects data about the perfor- 
mance of its teachers in the classroom. Teach For America takes 
evaluation so seriously that it recently hired a psychologist to de- 
construct the personal attributes of the corps members whose stu- 
dents made the greatest academic gains. He identified the key 
factors that distinguished great teachers from the merely good— 
the most noticeable of which was having a “strong internal locus 
of control.” 

Teachers who exhibit this attribute, said the psychologist, dis- 
tinguish between what they can and can’t control and then work 
to change every factor they can. For instance, if one teacher’s stu- 
dent is falling behind in math—not because of aptitude, but be- 
cause he lives in a crowded house—the teacher will try to get the 
student into a more suitable environment for doing homework. 

Such insights caused a dramatic shift in Teach For America’s 
recruitment strategy. It moved away from targeting education ma- 
jors or the stereotypical “Peace Corps do-gooder” on campus, and 
instead placed students with proven leadership ability at the top of 
its list. The nonprofit now proactively competes for the attention 
of recognized campus leaders, such as the sports team captains, 
newspaper editors, choir directors, and student government offi- 
cers—individuals who might not have considered teaching until 
the group pursued them and persuaded them to enlist. 

Teach For America also invests considerable resources in sur- 
veying its corps members throughout their two years of service to 
evaluate their experiences. It then adjusts admissions, training, and 
support programs to ensure that the teaching corps improves every 
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year. “No other teacher training program or school district takes 
this approach of gathering such extensive data and using it to drive 
constant annual revisions in the program model and delivery,” 
claims Teach For America in a grant proposal. “This approach has 
allowed us to consistently improve student outcomes over the past 
years even as our corps has grown.”® 

Teach For America complements its internal assessments with 
independent external evaluation of its programs. The organization 
participated in a 2004 Mathematica Policy Research study that 
compared the academic gains of students who had Teach For 
America teachers with those who had other teachers. The study 
found that despite working in the highest-need classrooms in the 
country, corps members “produced higher test scores than the 
other teachers in their schools; not just other novice teachers or 
uncertified teachers, but also veterans and certified teachers,” ac- 
cording to internal documents. 

Unlike Teach For America or the many other nonprofits that 
evolve toward increased structure over time, The Heritage Founda- 
tion started out that way from the beginning. It is meticulous about 
measuring performance, and rigorously plans throughout the 
year.” The staff attribute this culture to the CEO. “Ed Feulner was 
a graduate of Wharton, and he brought a very focused, businesslike 
view of the way it would be run,” says Kim Holmes, vice president 
of foreign policy. The approach has permeated the organization. 

Feulner’s MBA training—and his impact on the institution’s 
culture—shows in its outward appearance as well. The Heritage 
Foundation offices are more blue-chip corporation than grass- 
roots nonprofit. The floors are marble; the walls are paneled oak. 
Conference rooms are lined with custom-built shelves, stacked 
with books on conservative policy, politics, and business manage- 
ment. A large collection of publications and DVDs from man- 
agement educator and motivational speaker Brian Tracy, who 
serves on the Heritage board, were displayed in the room where 
we interviewed Heritage staff. 

True to form, Heritage’s senior leadership team functions in a 
crisp, corporate manner. They are sticklers for evaluation and plan- 
ning. “Our constant attempt is to figure out how effective we ac- 
tually are,” says Stuart Butler, vice president of domestic policy. “We 
just had a meeting about our Web site: Is it having the impact that 
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it should? Is the information correct? Is it doing what we want? In 
a nutshell, we don’t engage in a level of self-delusion that assumes 
that if we just produce something, everyone will read it.” 

Heritage devotes substantial resources to strategic planning. 
Strategy meetings are held monthly, quarterly, and annually, and 
the top leadership—from Feulner on down—all attend. Monthly 
half-day senior management meetings are reserved for the evalua- 
tion of new opportunities, and short-term troubleshooting. “If any- 
one has an idea or a project they want to present, that is a good 
place to start,” says Holmes. “If there is a problem brewing, it sur- 
faces.” An annual senior management retreat is used to address 
the organization’s long-term strategic plans and to track progress 
against the bigger picture. “We focus on how we are going to do 
things differently,” explains Butler. 

The result of this strategic planning process has been that Her- 
itage can make better decisions about what to do and also what not 
to do. A good example of a program it let go is Policy Review, the 
nation’s first journal of conservative policy analysis and a publica- 
tion that helped establish Heritage’s credibility in its start-up years. 
Later, once Heritage had grown in influence, management made 
the difficult decision to spin off the magazine to Stanford Univer- 
sity’s Hoover Institution, which was better suited to publishing an 
academic journal. 

“It was a wrenching case,” recalls Stuart Butler. Policy Review 
was one of Heritage’s hallmark products, and leaders were at- 
tached to the publication. But the organization’s rigorous strate- 
gic planning process led it to determine that the journal had 
become a financial drain and that management time could be bet- 
ter directed elsewhere. 


MASTERING THE CYCLE OF ADAPTATION 


Whether an organization is a Free Spirit, an MBA, or somewhere 
in between, each of the groups discussed in this book is able to suc- 
cessfully execute on all four steps of the cycle of adaptation. It’s 
also true that some perform better at certain stages than others do. 
MBAs are great at evaluation and process innovation, whereas Free 
Spirits are better at experimentation and product innovation (see 
Figure 6.3). 
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FIGURE 6.3. HIGH-IMPACT NONPROFITS CAN EXCEL 
AT DIFFERENT PHASES OF THE CYCLE OF ADAPTATION. 
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But wherever they end up on the spectrum, and whatever their 
unique style, all twelve nonprofits exhibit a baseline level of adap- 
tive capacity. Specifically, they must be able to effectively listen to 
the environment, experiment and innovate (either for product or 
process improvement), evaluate and learn what works, and finally, 
modify their approaches on the basis of new information. 


LISTEN TO THE ENVIRONMENT 


Adaptation begins with listening for external cues in the environ- 
ment and looking internally for opportunities to increase impact. 
These skills are enhanced in organizations that focus on working 
with and through other sectors of society to achieve greater change. 
For instance, maintaining a large network of formal affiliates and 
informal nonprofit allies helps a group stay in touch with the grass 
roots, as does working through local sites or regional offices. Work- 
ing with business helps it stay attuned to changes in the market. 
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One of the reasons the National Council of La Raza (NCLR) 
has continuously adapted is because it maintains a wide network 
of affiliated organizations, and works closely with other nonprof- 
its in coalitions. These partners provide critical feedback from the 
grass roots, help generate and test new ideas in local communities, 
and provide a channel for implementing new programs that the 
national office develops. Similarly, NCLR engages in both advocacy 
and service, using one program area to inform another. The result 
is an organization that has been able to evolve and increase its im- 
pact over time. 

“We have been able to grow by staying attuned to the times and 
the necessities of the community,” explains Gerald Borenstein, 
chief financial officer. “This used to be an active civil rights orga- 
nization; that was important at the time, and still is. But we have 
realized that it’s also about education and having access to society’s 
benefits. Its about creating wealth and opportunities for the com- 
munity. NCLR has evolved into an organization that tries to meet 
the needs of the community today.” 


EXPERIMENT AND INNOVATE 


As organizations perceive new opportunities, they must design new 
programs and then bring them to market. Sometimes they create 
entirely new breakthrough programs, akin to product innovation 
in the for-profit world; other times, they focus on making internal 
processes more efficient and doing a better job of delivering their 
programs, which is known as process innovation. 

The organizations in this book master both product and 
process innovation in a variety of ways. Sometimes they develop 
new products and services spontaneously as they operate in the 
marketplace, such as when Self-Help developed and tested new 
lending tools. Others develop new program ideas through a more 
structured R&D process, such as the one at Share Our Strength, in 
which staff write business plans. And some focus more on contin- 
uously improving what they already do, such as Teach For Amer- 
ica, which constantly refines its recruiting process to make it ever 
more efficient and effective. Regardless of which type of innova- 
tion a group focuses on, there are a number of attributes that en- 
able innovation. 
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One important means of encouraging innovation is to delib- 
erately recruit staff with diverse professional experiences. Both En- 
vironmental Defense and the Exploratorium hire brilliant staff 
from eclectic backgrounds and put them together to come up with 
unusual solutions. Environmental Defense employs scientists, econ- 
omists, and lawyers to develop its innovative market-based solutions 
to environmental problems. The Exploratorium brings artists and 
scientists together to invent new ways of presenting complex phys- 
ical phenomena that appeal to children and adults alike. Other 
groups we studied have similarly diverse staff members, represent- 
ing multiple perspectives on an issue. 

Another key to fostering innovation is to encourage cross-team 
collaboration and break down barriers between organizational de- 
partments. At The Heritage Foundation, departments are organized 
around issue areas, such as health care and trade policy. Many non- 
profits are structured in this way, but one of the drawbacks is that it 
can lead to the silo effect, a competitive dynamic in which individ- 
ual departments jockey to obtain scarce organizational resources. 

To mitigate against this tendency, Heritage staff members are 
required to participate in formal cross-team meetings and collab- 
orations designed to share information and foster creativity. And 
Heritage staff elect to go one step further: “We developed ad hoc 
[cross-department] groups within Heritage that are sort of like en- 
trepreneurial teams in charge of moving forward,” says Stuart But- 
ler. “These small groups understand all of the inner workings of 
the organization.” The teams can understand problems from mul- 
tiple perspectives and see how new solutions fit within the larger 
strategic context. 


EVALUATE AND LEARN WHAT WORKS 


Equally important to innovation is the process of learning what 
works and what doesn’t. Government or foundation funders re- 
quire all nonprofits to conduct program evaluation, at a minimum 
through updates on their progress and results. However, some 
groups take evaluation far beyond the formal requirements, and 
use it as an opportunity for organizational learning and continuous 
improvement. One organization that has been particularly thought- 
ful about evaluation is YouthBuild USA. “There’s a real emphasis 
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on outcomes and data collection here,” says Suzanne Fitzgerald, 
president of the affiliates network. “I came from a business envi- 
ronment, and was amazed at what YouthBuild was doing.” 

When she first joined the organization ten years ago, data 
weren't utilized effectively at the program level. But now YouthBuild 
has an IT system to track information “with attention to real out- 
comes, not feel-good stories,” she says. Local YouthBuild affiliates re- 
port monthly to national headquarters about how participants are 
doing on a number of dimensions: GED or high school diploma ac- 
quisition, attendance, program graduation, job placement, contin- 
uing education, and post-program wages. If something isn’t working 
well, YouthBuild USA can respond quickly—and track opportunities 
for long-term improvement across the network. 

Another strategy for improving programs is to study and copy 
comparable organizations’ best practices. The technique is known 
as benchmarking in the business world, and many of the organiza- 
tions we studied use it to understand what is possible and to gather 
new ideas about how to improve. Sometimes they benchmark 
against external companies in the private sector, sometimes against 
other nonprofits, and often within their own affiliate network. 

When City Year wanted to improve its financial systems, it ap- 
proached Cisco Systems for help. Nancy Routh, vice president of 
development, knew that the technology company closed its ac- 
counting books every day, as opposed to the monthly norm, giving 
the firm real-time financial knowledge. Meanwhile, City Year closed 
its books on a quarterly schedule. “Why can’t we close our books 
every day like them?” asked Routh. City Year leaders worked with 
Cisco executives to improve its IT and financial systems, enabling it 
to close its books daily. “We have this notion of learning from the 
best, no matter what sector,” Routh says. “When we wanted to learn 
technology, we went to Cisco.” 

Teach For America also reached out to the corporate sector early 
on, in this case to benchmark its recruiting process. It studied the 
techniques of top-notch consulting and banking firms like McKinsey 
and Goldman Sachs, copying such strategies as one-on-one net- 
working and individualized follow-up. The irony is that Teach For 
America now out-recruits those firms on many college campuses.!! 

At critical times in their evolution, many organizations have also 
engaged external consultants who can help them learn and magnify 
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their impact. Early on, City Year used a team from Bain & Company 
to help it develop a national expansion plan. Teach For America 
used a pro bono consulting team from the Monitor Group, a bene- 
fit of its relationship with funder New Profit Inc., to develop a major 
fundraising campaign. Environmental Defense hired an indepen- 
dent nonprofit consultant in New York City to drive its five-year 
strategic plan in 1997. And when we visited NCLR, it had just en- 
gaged the Bridgespan Group (a nonprofit spin-off of Bain) to de- 
velop a strategy for rethinking its relationships with members of the 
affiliate network. 


MODIFY PROGRAMS 


After programs are developed, implemented, and evaluated, high- 
impact organizations use their accumulated knowledge of what 
works to inform future activities. Whether launching a new pro- 
gram or adapting an existing one, many of these organizations are 
exceptionally good at capturing, codifying, and then sharing 
knowledge to modify their programs and improve performance. 
They use their larger networks—whether they comprise formal af- 
filiates, regional offices, or informal allies—to benchmark best 
practices and identify what’s working at the local level. 

City Year even adopted a moniker for its approach: SAIL (stan- 
dardize, align, integrate, learn). Before it began using SAIL, each 
local site invented its own fundraising events and held them at dif- 
ferent times; now the organization is more coordinated in its ap- 
proach. The SAIL process was tested out on City Year’s new Starry 
Starry Night dinners, an innovative event developed by a local site 
that turned out to be an excellent fundraiser. City Year decided to 
take the events national, working with the local office to determine 
best practices, document the process, and then share it with other 
sites in order to modify their fundraising programs. Now all of City 
Year’s sites hold Starry Starry Night dinners during the same time 
of year, allowing for national press coverage and greater fund- 
raising results. 

YouthBuild USA is also proficient at sharing best practices 
across its network of affiliates to modify its work. It publishes hand- 
books for local sites, conducts numerous training sessions, and in- 
volves site leaders in several layers of councils that guide and set 
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policy for the organization. “Identifying high-performing sites, 
what practices they follow, and giving that information back to the 
rest of the sites” has been a major priority for YouthBuild, says 
Fitzgerald. 

Finally, every one of the organizations prioritizes annual gath- 
erings for all staff and for local sites and affiliates. These confer- 
ences are often multiday events during which local sites, or affiliates, 
present new models or best practices; national training is con- 
ducted; and the organization as a whole can focus on strategy. This 
is an opportunity to constantly modify their plans in light of new 
lessons learned, or changes in the larger environment. 

Environmental Defense places such a premium on its annual 
all-staff gathering that the CEO insisted on holding the event dur- 
ing its most challenging fundraising year to date, following the 
9/11 terrorist attacks. The choice was significant, given that Envi- 
ronmental Defense employs nearly three hundred staff members 
spread across offices in nine cities nationwide, with some working 
abroad. “At the beginning, I didn’t fully appreciate this retreat,” 
says Jane Preyer, regional director of the North Carolina office. 
“There can be heated issues that come up—and it costs a lot. But 
it’s a unifying thing. It helps us know what is going on in the larger 
organization. We highlight successes, lessons learned, models, and 
examples.” 


WHAT Not To DO 


Each of these stories sheds light on how groups mastered the four 
stages of the cycle of adaptation. We believe that this ability to mas- 
ter the art of adaptation is a key factor that differentiates these 
groups from less successful organizations. 

Many nonprofits fail to find this delicate balance. They are ei- 
ther so freewheeling that their cultures are more chaotic than cre- 
ative, or they are so structured that they become hidebound and 
paralyzed. But high-impact nonprofits are able to work with this 
tension. And they have learned one of the most important lessons 
of adaptation and of strategy: it’s as much about what not to do as 
it is about which ideas to pursue. For every new program they add, 
they often cut something else that is having less impact. 
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A mistake that highly creative, chaotic organizations often make 
is trying to sustain too many programs at once, and not prioritizing 
among them. Running myriad programs consumes precious re- 
sources: they suck in talent, burn grant dollars, and command man- 
agement time and attention. Being spread too thin can quickly 
impede a group’s ability to achieve greater impact. One nonprofit 
we know lists three dozen “priority programs.” Organizations like 
these trip over themselves and their programs; they could increase 
their effectiveness if they learned to focus on a few projects with the 
greatest potential for real impact. 

Containing chaos is not easy. Sometimes organizations are 
forced to let go of pet projects, because they would otherwise im- 
plode. In her book One Day, All Children . . . , Teach For America 
founder Wendy Kopp writes about struggling to launch a national 
youth teaching corps while also incubating new programs such as 
TEACH!, which trains existing teachers in public schools, and the 
Learning Project, a New York City regional charter school group.” 

Kopp eventually spun off these programs as separate nonprof- 
its so that Teach For America could focus on its core offering: the 
teaching corps. The decision wasn’t easy, however. It meant that 
Kopp had to let go of devoted staff, including veteran corps mem- 
bers who helped create the organization. It also meant that Teach 
For America could not ensure the spin-offs’ survival: TEACH! 
thrives today, but the Learning Project eventually closed its doors. 
But after cutting these projects loose, the organization was able to 
focus its resources on improving its main program—and saved it- 
self from demise. 

This winnowing process is essential to continuous adaptation. 
After all, adaptation is not just about innovation or creating new 
programs—it is also about learning and change, and discarding 
what isn’t working to make room for new ideas that have the po- 
tential for greater impact. Every group discussed in this book has 
some mechanism for assessing new ideas in light of its overall 
strategic direction, and for deciding what not to do, as it makes 
room for new possibilities and programs. 

The processes these organizations use to decide on their or- 
ganizational priorities vary dramatically—some are more struc- 
tured, some more organic. But they all ask themselves similar 
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questions in deciding what to keep and what to let go. They are 
able to self-reflect and ask, What are we good at? Where can we have 
the most impact? Is anyone else already doing this? 

Nearly thirty years into its history, Environmental Defense en- 
gaged in its first formal strategic planning process. After a year of 
assessment and planning, the nonprofit decided to narrow its pri- 
orities and focus on four critical areas: oceans, climate /air, health, 
and ecosystems. Environmental Defense used several simple ques- 
tions to determine whether programs fit with its larger strategy: Is 
the issue critical to the environment? Do we have the competency 
to do it well? Are other groups already working on it? Environmen- 
tal Defense then divested from programs—such as population—that 
didn’t fit the four new areas, that didn’t use a core competency, or 
that were being addressed effectively by other groups. It focused in- 
stead on areas where it could have the most impact. 

At the other end of the spectrum within the social sector are 
those nonprofits that gravitate too much in the direction of struc- 
ture. They become bureaucratic, adhere too closely to their plans, 
and remain inflexible in the face of shifting circumstances. Either 
they are unable to respond to change or they lack the creativity 
to generate and launch new ideas. Often these are older, well- 
established organizations that have grown ossified over time, with 
a loyal funding base that propels their current programs and cre- 
ates a “lock-in” effect. Although they may continue to provide vital 
services, they miss opportunities to increase their impact. 

But the nonprofits we studied have managed to increase their 
effectiveness without becoming overly bureaucratic. Share Our 
Strength, for example, could have rested on its laurels after launch- 
ing the successful Taste of the Nation event, continuing to deliver 
an innovative program that has raised millions for hunger relief. In- 
stead, it forged ahead with new opportunities, developing cause- 
marketing partnerships such as the American Express Charge 
Against Hunger. Share Our Strength parlayed these cause-marketing 
experiences into a new business, launching Community Wealth Ven- 
tures as a for-profit subsidiary designed to help other groups develop 
earned-income capabilities (see Chapter Three). 

The decision to build the new enterprises didn’t come without 
risk. Allocating resources toward new ideas caused Share Our 
Strength to miss the opportunity to build Taste of the Nation into 
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an even larger success. “The downside is that if we had wanted to 
grow Taste of the Nation to $10 million annually, we could have,” 
reflects Ashley Graham, director of leadership. “I think, to both our 
benefit and our detriment, we are extremely agile and adaptable.” 

The challenge for every nonprofit is to find the sweet spot be- 
tween exploring new opportunities and shoring up the best exist- 
ing programs. This means balancing discipline and freedom, and 
honing the ability not only to innovate but also to evaluate, learn, 
and modify plans based on new data. As we’ve illustrated in this 
chapter, maintaining that tension is extraordinarily challenging. 
But high-impact nonprofits have learned to strike that balance and 
find ways to sustain innovation over time. They are true masters of 
the art of adaptation. 


CHAPTER SIX HIGHLIGHTS 


e Great nonprofits constantly adapt and modify their tactics. 
Because successful organizations leverage the power of other 
sectors—government, business, other nonprofits, and the 
general public—they must be unusually receptive to outside 
signals, agile enough to change course, and flexible enough 
to respond to new opportunities. 

e Find the balance between stifling bureaucracy and unbridled 
creativity. Less successful nonprofits may excel at generating 
new ideas, but they can’t fully execute on them because they 
lack structure. Other organizations become mired in bureau- 
cracy and are unable to change. But high-impact nonprofits 
strike the balance between structure and innovation. 

e Master each step of the cycle of adaptation: 

e Listen. Stay tuned to external cues from the environment 
and to ideas generated within the organization, and per- 
ceive opportunities for change. 

e Experiment and innovate. Develop new ideas for programs 
(product innovation) and constantly improve your existing 
programs and how you deliver them (process innovations). 

e Evaluate and learn. Rigorously assess what works and what 
doesn’t work; share information across your network. 

e Modify. Alter future plans based on the results of evalua- 
tion. This can include changing the overall direction of the 
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organization, or sharing knowledge across existing sites to 
improve all programs. 

e Different styles support adaptation. Some organizations take 
a more free-spirited approach to adaptation, emphasizing 
hands-on experimentation. Others approach innovation more 
systematically, with rigorously constructed plans and systems; 
they learn as much from evaluating and planning as from 
doing. A few groups fall somewhere in between. 

e Successful nonprofits focus on what not to do. As these orga- 
nizations change, they cut programs as often as they add new 
ones. This can mean making tough choices, but by winnowing 
out the old, they make room for the new to emerge. 





CHAPTER SEVEN 











SHARE LEADERSHIP 


Edwin Feulner is not a shy and retiring person. The president of 
The Heritage Foundation reminds you of a burly football coach as 
he vigorously shakes your hand. The oversize desk in his office is 
cluttered with political tchotchkes and awards for speaking, policy 
leadership, and work with several presidential administrations.' 

Feulner loves to regale visitors with stories of political brink- 
manship, and recounts going head-to-head with an arch nemesis: 
“T was in a debate with Ralph Nader, who accused us of being a 
‘Coors foundation,” he recalls. (Joseph Coors provided a seed 
grant in 1973.) “And I said, ‘We actually receive only 1 percent of 
our funds from them, and we have over two hundred thousand 
supporters, while you won’t tell us how many you have.’ Point, set, 
match.” Feulner likes a good fight—and even more, he loves to win. 

Over the years, Feulner has helped turn The Heritage Founda- 
tion into “the most influential public-policy think tank in Washing- 
ton, D.C.” It wasn’t always smooth sailing, however. During its first 
few years, the nonprofit went through several early directors before 
members of the board approached Feulner to become president in 
1977. He was staff director of the House Republican Study Com- 
mittee, so he knew the ins and outs of politics. But unlike many pol- 
icy wonks, who are often more comfortable behind the scenes, 
Feulner had the makings of a great, and charismatic, leader. 

By now, you might think that the point of this story is that non- 
profits need a larger-than-life figure at the helm. But you’d be miss- 
ing the most important aspect of Feulner’s strength as a leader: his 
ability to share power with others. 

When you ask people outside the Beltway to name the presi- 
dent of The Heritage Foundation, many scratch their heads. Policy 
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experts we spoke to rarely mentioned Feulner’s name in the same 
breath as Heritage. Unlike Focus on the Family, which is closely 
identified with its founder, Dr. James Dobson, or Ralph Reed, the 
former director of the Christian Coalition who is a brand unto him- 
self, The Heritage Foundation is not overly associated with any in- 
dividual. And that’s just the way Feulner wants it. “The objective has 
always been to build an institution that will outlive me,” he says. “It 
has been deliberate. I don’t claim to be unduly modest or humble, 
but it is more important that the institution has made its mark.” 

Feulner’s secret? He has a unique combination of charismatic 
yet egoless leadership. He gives power away, rather than hoards it. 

Perhaps the most telling example of his leadership style oc- 
curred when Feulner was first offered the job. He immediately 
called up his friend Phil Truluck, who was working on the Hill, and 
said: “I'll take the job, but you have to come with me.” Truluck ac- 
cepted, becoming Feulner’s second-in-command. For more than 
thirty years now, the two men have built a powerful organization. 
Today, Heritage has a budget of $40 million, two hundred em- 
ployees, a network of two thousand informal grassroots affiliates 
and policy leaders, and 275,000 members who work on behalf of 
the ideas it champions. 

Heritage’s remarkable success owes a lot to the shared leader- 
ship of Feulner and Truluck. They possess highly complementary 
skills: Feulner is an extrovert who exudes energy and vision, whereas 
Truluck is more internally oriented. From the outset, Feulner posi- 
tioned Heritage as part of a larger movement, and focused on mar- 
keting conservative ideas to Congress and the public. Truluck 
focused more on managing and growing the organization, build- 
ing up Heritage’s signature policy research program. “They have a 
great partnership: Ed’s a visionary, Phil is very practical, and they 
are both very savvy,” says Kim Holmes, vice president of the organi- 
zation’s Davis Institute for International Studies. 

Beyond their shared leadership, Feulner and Truluck have 
built an institution of leaders, starting with a powerful executive 
team of eight vice presidents, many of whom have been with the 
nonprofit twenty years or more. Truluck recalls when they first 
adopted this organizational structure: “It was around 1981, and we 
had grown. ... All of a sudden I had sixty-five people reporting to 
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me, and Ed [Feulner] had five. No one had designated me ‘Num- 
ber Two,’ but I was. So we did a simple organizational chart: Ed was 
at the top, I was underneath, and we created a tier of VPs under 
me. That has enabled us to continue to grow.” 

We spent a great deal of time studying Heritage’s success, and 
came to see that this structure, with its broadly distributed leader- 
ship, provided the critical capacity Heritage needed to sustain its 
growth and impact. Not only does Heritage have two long-tenured 
leaders at the helm, but it has built bench strength throughout the 
organization in the form of a large and empowered executive 
team. In addition, Heritage is governed by a highly engaged board, 
with many members who have served for decades. 

By having so many leaders, Heritage has been able to cultivate 
critical relationships, influence federal policy, develop a large in- 
dividual donor base, and run high-powered marketing campaigns 
to promote its message. This triumvirate of leadership—the shared 
executive leadership, a broad tier of senior managers, and a strong 
and supportive board—has created an unstoppable organization. 


THE POWER OF COLLECTIVE LEADERSHIP 


This model of shared leadership is not what we expected to find. 
After all, in business—and in much leadership literature—the in- 
dividual heroic leader is often exalted. Many books on leadership 
focus on the traits and behaviors of leaders, or the relationship be- 
tween leaders and followers. In just the past decade, theories of 
“collective leadership” have begun to gain traction, but for the 
most part, leadership is still thought of as an individual act. Great 
leaders are praised for their individual competencies, attributes, 
or distinguished personalities. In other words, attention has fo- 
cused more on leaders than on leadership. 

Within the social sector, older models of individual, heroic lead- 
ership endure. The social entrepreneurship movement is fascinated 
with the role of the lone entrepreneur; less attention is paid to col- 
lective leadership or entrepreneurship as a collaborative act.° Fel- 
lowship programs like Ashoka and Echoing Green emphasize and 
reward the individual over the organization. Many nonprofit lead- 
ership programs and awards still focus on the executive director, 
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rather than on an entire team. And too many nonprofits are known 
for their charismatic, visionary founders who have a hard time 
sharing leadership and who use their organizations to promote their 
grandiose visions rather than build institutions that will outlast them. 

We’re not discounting the role of the individual as a leader— 
indeed, the twelve organizations featured in this book would not 
have achieved such high levels of impact without the exceptionally 
gifted entrepreneurs who led them in their growth. These non- 
profits have all had highly strategic, extremely intelligent leaders 
who have stayed with their organizations for long periods of time, 
whether the leader was the founder or joined the organization 
later in its history. (See Table 7.1, which highlights the tenure of 
these leaders.) 

But strong leadership doesn’t only exist at the very top of high- 
impact nonprofits; rather, it extends throughout the organization. 
CEOs of high-impact nonprofits share a commitment that goes be- 
yond their own egos, and they use their leadership to empower 
others. Every one of the twelve groups we studied now has an em- 
powered executive team and a strong second-in-command. And 
like Heritage, they almost all have large, enduring, and engaged 
boards. They have distributed leadership throughout their orga- 
nization, and often throughout their larger network of allies and 
affiliates as well. 

Although we can’t prove a simple cause-and-effect link between 
collective leadership and organizational performance, we have 
come to believe that sharing leadership has in fact enabled these 
nonprofits to have more impact. Because they focus so much on 
influencing players outside their organizational boundaries, they 
need to manage hundreds of relationships and access many net- 
works. Further, working across sector boundaries to advocate for 
policy change, partner with business, build a network, or engage 
thousands of individuals takes many different skills—not all of 
which can be found in one person. And the problems these groups 
are trying to solve are complex, requiring large-scale systemic so- 
lutions involving many stakeholders. 

Recent research suggests that a collaborative model is more ef- 
fective in such a complex environment. “A more collective orien- 
tation to leadership is often considered especially appropriate for 
complex, messy situations that lack clear answers or even clearly 
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TABLE 7.1. LONG-TENURED LEADERS. 





The Heritage 
Foundation 


National Council 
of La Raza 


Habitat for 
Humanity 


Self-Help 


Center on Budget 
and Policy 


Share Our Strength 


Environmental 
Defense 


City Year 

Teach For America 
YouthBuild USA 
Exploratorium 


America’s Second 
Harvest 


Number of CEOs 


(as of 2006) 
t? 


ttt? 


t? 


¢ 
ere? 
ererere 


Tenure (in Years), Name of 
Founder or Growth Leader 


33 (Feulner) 


31 (Yzaguirre) 


29 (Fuller) 


26 (Eakes) 


25 (Greenstein) 


23 (Shore) 
21 (Krupp) 


19 (Khazei and Brown) 

17 (Kopp) 

17 (Stoneman) 

16 (Oppenheimer, Delacôte) 


4.5 (average for all seven) 





defined problems,” writes Betsy Hubbard in a recent report on the 
field of nonprofit leadership development. “In such situations, a 
top-down model of leadership—a traditional approach in which a 
single leader operates primarily from his or her own perspective, 
experience, and judgment—is unlikely to prove successful.” 

Our research strongly supports the notion that leading a non- 
profit is quite different from leading a business—and therefore re- 
quires a more collaborative type of leadership. The CEO of a 
business has formal authority, and can use a more executive style 
of leadership to compel people to act. By contrast, leaders in the 
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social sector lead through influence, not authority, and must con- 
vince others to act by force of their convictions alone. 

This doesn’t mean that the role of the executive director isn’t 
important—on the contrary, the top leader sets the tone for the 
whole organization. “The point of the collaborative leadership par- 
adigm is not that leaders are unnecessary,” writes leadership 
scholar Greg Markus.° “Rather . . . organizations are more likely to 
thrive within complex, continuously changing environments when 
leadership comes from many places within the organization, draw- 
ing upon the complementary assets of group members and not 
confusing leadership with formal authority.” 

Although the executive director of a high-impact nonprofit 
might have vision, he or she can’t single-handedly build an orga- 
nization while catalyzing a larger movement and changing entire 
systems. No single director could possibly have as much impact by 
hoarding power, relationships, or information, or by making him- 
self or herself the decision-making bottleneck. In fact, only by giv- 
ing power away and empowering others do these groups develop 
networks and movements large enough to catalyze widespread so- 
cial change. 


ONE STYLE DOESN’T FIT ALL 


Thousands of articles and books have been written about leader- 
ship, many of which focus on the individual attributes of a leader. 
Business management author Jim Collins, in his book Good to Great, 
described the “Level 5” leader as an individual who paradoxically 
embraces both personal humility and professional will. These lead- 
ers possess strong professional resolve and focus more on building 
their organizations than on feeding their egos. “Level 5 leaders 
channel their ego needs away from themselves and into the larger 
goal of building a great company,” writes Collins. “[T]heir ambi- 
tion is first and foremost for the institution, not themselves.”® 

In this respect, our findings are similar to those of Collins’s— 
great nonprofit leaders, like the best business leaders, are successful 
because they put their organization’s interests ahead of their own 
egos. In fact, we believe that the CEOs of the twelve great nonprofits 
we studied take the “Level 5 leadership” concept one step further. 
They not only put the interests of their organizations ahead of their 
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personal egos, they often put their overall cause ahead of their orga- 
nization’s interests (a theme we explored in Chapter Five). 

Where our findings about successful nonprofit leaders differ 
from Collins’s description of great corporate CEOs is in the realm 
of personality styles. Collins observed that Level 5 leaders are most 
often described as “quiet, humble, modest, reserved, shy.” How- 
ever, the Forces for Good leaders couldn’t all be described as hum- 
ble, shy, or particularly mild-mannered. No one would say that 
Millard Fuller of Habitat for Humanity International, Ed Feulner 
of The Heritage Foundation, Dorothy Stoneman of YouthBuild 
USA, or Alan Khazei of City Year are quiet, or that they operate be- 
hind the scenes. Although these leaders can check their egos at 
the door, that does not mean they lack personality. On the con- 
trary, many of the leaders we studied are highly dynamic, extro- 
verted, outwardly inspirational individuals. 

We actually found that the leaders of high-impact nonprofits 
are quite different from one another in their individual leadership 
styles. The myth of a single type of leader who can succeed is just 
that—a myth. Many kinds of leaders can be successful at running 
high-impact social sector organizations. 

For example, Wendy Kopp was initially so introverted that she 
would avoid interactions with Teach For America corps members, 
because she didn’t know what to say to them. She was much more 
interested in staying up all night developing fundraising plans than 
in chit-chatting over coffee. 

Yet despite her shyness, Kopp was still able to persuade count- 
less others to support her cause—from donors who wrote big 
checks to college graduates who turned down lucrative job offers 
to teach in inner-city schools. Because Kopp was so passionate 
about fixing American education, she turned her personal con- 
viction into inspiration—and used this to overcome her initial 
weaknesses as a leader. 

Today Kopp is described as an incredibly focused and disci- 
plined leader who inspires her staff to achieve greater results. She 
leads by example, setting a tone for the whole organization. 
“Wendy is the magic bullet at Teach For America,” says vice presi- 
dent Kevin Huffman. “People outside the organization tend to 
label her as a visionary, but that damns with faint praise. She is as- 
tonishingly efficient and effective at both the people and project 
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level. She gets things done at a very high level, and sets a higher 
bar for the office. It’s different from any place I’ve ever worked.” 

And those who have heard Billy Shore of Share Our Strength 
speak so eloquently in public would be surprised to learn that he 
has had to work at addressing large crowds. Like Kopp, Shore is an 
introvert. By his own account, he spends a third of his time think- 
ing deeply, riding his bike, and reading books on diverse topics like 
science and religion. Shore uses this solitary time to dream up new 
ideas, remain inspired, and write. In addition to building an orga- 
nization that has raised more than $200 million for hunger relief, 
Shore has authored three books that explore people’s motivations 
to give back through nonprofit work. He has also transcended his 
own introversion to become a highly effective and inspirational 
speaker. 

Unlike Kopp, Shore is less interested in managerial details and 
more externally focused. He is described as an inspirational leader 
who spends much of his time building relationships and persuad- 
ing others to act—whether by writing a check, hosting a dinner, or 
entering into a multimillion-dollar cause-marketing partnership. 
“Billy is just an amazing asset because he can speak about the 
cause, and write so well,” says sister and cofounder Debbie. Adds 
Chuck Scofield, development director: “He is a connector of ideas 
and people. He’s an innovative and creative thinker. He is inspira- 
tional—he’s the reason I’m still here.” 

On the other end of the extroversion spectrum are leaders like 
Alan Khazei of City Year, Dorothy Stoneman of YouthBuild USA, 
Fred Krupp of Environmental Defense, and Ed Feulner of Heritage. 
Khazei is like a nonstop politician—but rather than campaigning 
for elected office, he is stumping for national service. Krupp is 
widely credited with helping to professionalize Environmental De- 
fense, but he’s equally effective lobbying politicians, corporate 
CEOs, or billionaires to support solutions to global warming. 

Dorothy Stoneman, by contrast, has been described as “an or- 
ganizer straight out of the 1960s.” She is also brilliant at politics 
and lobbying, but comes across as more of a grassroots activist than 
as a polished insider. But anyone who has met her—Republican or 
Democrat—quickly realizes that she is a force to be reckoned with. 
Her staff describe her as “relentless, dogged, and determined,” a 
reputation confirmed by YouthBuild USA’s success at obtaining 
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large federal appropriations for YouthBuild programs, regardless 
of which party is in power. 

Self-Help founder Martin Eakes is also cut from the 1960s ac- 
tivist mold. His staff describe him as passionate and humble, and 
“a Level 5 leader, a servant leader,” quoting Jim Collins. He doesn’t 
look the part of a powerful financial mover and shaker, but he’s a 
man who controls $1 billion in assets and wields significant influ- 
ence with such industry titans as Sandy Weill, former Citigroup 
CEO and chairman. Eakes has also been accused of microman- 
agement, as he gets involved at all levels of the organization—from 
lobbying the state legislature to reprogramming computers. 

Twelve high-impact nonprofits—and more than twelve inspi- 
rational leaders, with radically different personalities. Yet the more 
we looked, the more we realized that they all had one critical qual- 
ity in common: they shared power and leadership in their quest to be a 
greater force for good. 

Despite their individual differences, these leaders have all 
demonstrated a willingness to distribute leadership among others 
both inside and outside their organizations. Although they may not 
have started out this way, they all now recognize that they cannot 
increase their impact by hoarding power. The only way to get to 
the top in the social sector is to give power away. 


TWo AT THE TOP: 
THE SECOND-IN-COMMAND 


Although several of these nonprofits might appear to have been 
started by a lone social entrepreneur, a number of them had 
shared executive leadership from the outset. City Year was co- 
founded by friends Alan Khazei and Michael Brown, just as Share 
Our Strength was cofounded by brother and sister Billy and Deb- 
bie Shore. Heritage had Feulner and Truluck from very early on. 
And YouthBuild USA, though strongly identified with founder and 
president Stoneman, was actually cofounded along with her hus- 
band, John Bell, who currently spearheads leadership development 
within the network. The National Council of La Raza (NCLR) was 
founded by a collective group of Hispanic leaders, but early on ap- 
pointed Raul Yzaguirre as director. He in turn built a larger lead- 
ership team. 
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A few of the organizations we studied, such as Teach For Amer- 
ica, America’s Second Harvest, and the Center on Budget and Pol- 
icy Priorities, were started by a single individual, but fairly quickly 
grew into a shared leadership model. Others, such as Self-Help, 
Habitat for Humanity, and the Exploratorium, were started by one 
charismatic social entrepreneur and took much longer to evolve into 
collective leadership. Their founders had a harder time letting go. 

But regardless of the timing, the primary leader eventually re- 
alized the need to appoint a strong second-in-command to help 
run the organization. All these organizations now have the equiv- 
alent of a chief operating officer (COO) working closely with the 
executive director. It really is two at the top—whether this second- 
in-command is called a COO, an executive vice president, or se- 
nior vice president, the role is similar. This second leader is more 
often an internal manager, focused on operational issues, while the 
executive director is more often the external leader, concerned 
with vision, strategy, issue leadership, relationship building, or 
fundraising. The split echoes the distinction between leadership 
and management drawn by authors Warren Bennis and Burt 
Nanus: “Managers are people who do things right, and leaders are 
people who do the right thing.” 

The timing for appointing a second-in-command—and the pre- 
cipitating factors—varied from organization to organization. For 
some nonprofits, such as YouthBuild USA, the board prompted the 
founder to let go and appoint a COO. As one board member re- 
calls, “When I first joined the board, I had concern that the orga- 
nization was purely directed by Dorothy [Stoneman]. She was doing 
everything without an executive management team. With board en- 
couragement, she set out to find a COO.” Tim Cross was promoted 
to COO; now Stoneman is the public face, and Cross manages in- 
ternal operations and international expansion. 

In several of the cases we studied, it took a crisis moment for 
the primary leader to let go. These moments occurred when the 
founder-director either contemplated leaving or in fact left the non- 
profit for a brief time, allowing a second leader to assume more 
power and responsibility. Often this break with routine also allowed 
the founder to release some control and begin to share power and 
leadership more broadly. 
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After ten years as cofounder and CEO of City Year, Alan Khazei 
left on a one-year sabbatical to get married and travel around the 
world. During this time, other City Year leaders, including co- 
founder Michael Brown, took on more responsibility. Khazei even- 
tually left the organization in 2006, but only after he and Brown 
ensured that there was a strong leadership team at the top. They 
named Brown as CEO, internally promoting COO Jim Balfanz, and 
recruiting Colonel Robert Gordon, a military leader from West 
Point who shares Khazei’s relationship skills, as the senior vice pres- 
ident for civic leadership. 

In some cases, it was the original second-in-command, or co- 
founder, who needed to be moved aside as the organization grew. 
Share Our Strength was cofounded by executive director Billy Shore 
and his sister, associate director Debbie Shore. Their longtime friend 
Kathy Townsend managed internal operations. After twelve years of 
this arrangement, it became apparent that the organization had 
grown beyond the skills of the founding team. It needed real op- 
erational expertise. Billy Shore recruited Pat Nicklin—a former 
McKinsey consultant who had run several businesses—as managing 
director, a role that she still holds today. 

“We were really late in doing it,” says Billy Shore. “The man- 
agers of the organization were the people who had been there the 
longest, not those with management skills. It was hard, but Pat was 
really graceful, and my sister was really graceful at moving over.” 
Debbie Shore concedes that it wasn’t easy for her to let go. “I was 
on the border of not being able to evolve,” she says. “You have to 
learn that it’s not about you, or your way—it’s about the organiza- 
tion. You really have to keep evolving as a leader, but most found- 
ers don’t do this well.” Debbie Shore still plays a senior leadership 
role in the nonprofit. 

Self-Help went through a similar transition more recently— 
one also precipitated by the growth of the organization. As founder 
Martin Eakes recalls, “We reached a point where we had twenty se- 
nior people reporting to me. Nobody can adequately do feedback 
or intervention with twenty people! We had an organizational con- 
sultant come in who made a joke that ‘Half the people report to 
Martin, and the other half think they do.’ Up to a certain size that 
worked, but then I became the bottleneck.” 
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Eakes put in place a new structure that elevated four senior 
staff members to the senior management level. At the same time, 
he appointed Eric Stein as COO. “Eric has the authority,” says 
Randy Chambers, CFO. “If Martin [the CEO] is out of the office, 
all the staff knows that we can count on Eric to cover for Martin.” 


LETTING EXECUTIVES LEAD 


In addition to having a strong second-in-command, these non- 
profits have something else that sets them apart: a remarkably 
strong senior executive team. It’s not just “two in a box,” but a 
whole team at the top. Often this shared leadership extends be- 
yond the headquarters of the organization to include the execu- 
tive directors of local sites, in the cases where the group has formal 
affiliates. 

“At a typical nonprofit, the person at the head is almost the 
whole organization, but that’s not really true here,” says Charles 
Clark, YouthBuild USA’s vice president of asset development. 
“YouthBuild is not successful just because of Dorothy [Stoneman]. 
She enables the two hundred executive directors of local sites 
out there who are really doing the work. She has been more of a 
founder and enabler.” 

It is of interest that most of the nonprofits we studied have a 
handful of senior leaders who have been with the organization an 
extraordinarily long time. These executives are not only loyal but 
also empowered to speak and act on behalf of the group. They 
have both authority and accountability for their divisions, and 
make decisions like hiring and firing without executive director 
approval. On the basis of our knowledge of the sector and our ex- 
perience with many other nonprofits, we believe that these strong, 
empowered, and enduring executive teams differentiate high- 
impact nonprofits from their less successful counterparts. 

Many leaders are never able to evolve and truly share power at 
the top. Although they may have executives in title, they are un- 
able to let go, or to retain their senior staff. “I know an organiza- 
tion with a strong reputation, but it’s built on the charisma of a 
single individual,” says Emily Gantz McKay, former executive vice 
president of NCLR. “I do know they’ve had a real problem keep- 
ing senior staff. When you see an organization whose success is all 


SHARE LeapersHip 165 


based on the individual, and it is not able to maintain strong [man- 
agers], you worry about it.” 

By contrast, NCLR is an excellent example of a high-impact 
nonprofit with an empowered and enduring executive team.’? Ini- 
tially launched by a collective of Hispanic leaders in Phoenix as the 
Southwest Council of La Raza, the organization went national in 
1972 and moved its headquarters to Washington, D.C. NCLR grew 
significantly after Raul Yzaguirre was named executive director in 
1974 and worked to strengthen the nonprofit’s mission, key pro- 
grams, and organization. (Former Clinton staffer Janet Murguia 
took over as its first woman president and CEO in 2005, when Raul 
Yzaguirre retired after more than thirty years at the helm.) 

Yzaguirre is thoughtful and soft spoken. His former staff de- 
scribe him as “old-world” and patrician without being paternalis- 
tic—he has a quiet power. Born in the 1930s, he grew up with 
activist parents in the American Southwest, and began doing com- 
munity organizing at age fifteen. An early formative experience 
came later when he worked for the War on Poverty under Sergeant 
Shriver. When originally appointed as director of NCLR at the age 
of thirty, Yzaguirre had the insight to hire strong leaders who 
would complement his own strengths and weaknesses. “One of my 
most important talents is being creative,” says Yzaguirre. “I have 
ten ideas and eight of them are worthless; but the two that are 
good are what makes the organization. And I surround myself with 
people who are not shy about telling me which are which.” 

By 1978, Yzaguirre had too many direct reports, and the orga- 
nization moved to a structure with several vice presidents. He came 
to rely on Emily Gantz McKay as his second-in-command, and she 
was named executive vice president in 1983. Although Gantz 
McKay left NCLR in 1994, she spent more than twenty years with 
the nonprofit in various roles. 

As the organization grew, it recruited a number of younger lead- 
ers who have subsequently evolved into senior roles. For example, 
Charles Kamasaki, a local activist from NCLR’s Texas office, joined 
the national office in 1982 and has been with the organization ever 
since, currently serving as senior vice president. Among the other 
NCLR senior staff with exceptionally long tenure are Cecilia 
Munoz, vice president of the Office of Research, Advocacy, and Leg- 
islation (ORAL) (eighteen years); Sonia Pérez, vice president of 
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affiliate member services (sixteen years); and Lisa Navarrete, vice 
president of public information (eighteen years). Several others 
who had equally long tenure have only recently left or retired." 

“One of the ways Raul [Yzaguirre] and NCLR were effective 
was [in creating] the vice president tier—it was very critical,” says 
Marco Davis, NCLR leadership director. “There was a core of vice 
presidents who really knew what they were doing, and had a great 
relationship with each other. So Raul could let them go—they were 
able to excel and make day-to-day decisions.” This structure also 
freed up Yzaguirre to focus on developing new program ideas, 
building external relationships, fundraising, and executing high- 
level strategy. 

The most critical point to emphasize is that these are not vice 
presidents in title only—they play a substantial leadership role 
both inside and outside the organization. “We empowered and 
trained our staff to become spokespersons for our organization,” 
says Yzaguirre. One good signal that Yzaguirre truly shared power 
came when Munoz was awarded a MacArthur Fellowship “genius 
grant” in 2000, an honor usually reserved for executive directors. 
She has had a major impact as a leader on immigration policy in 
her own right. 

The Exploratorium presents a slightly different case in shared 
leadership—and illustrates the dangers of not developing a strong 
executive team as an organization grows." In fact, it took the 
founder’s death, and a new executive director, before the Ex- 
ploratorium evolved to a more collective leadership model. 

Founded by the visionary and charismatic Frank Oppenheimer 
in the late 1960s, the museum operated informally under his lead- 
ership. Oppenheimer was less interested in building an organization 
than in catalyzing a movement to change science education, so he 
didn’t spend much time on things like management, budgets, or sys- 
tems. The nonprofit was thrown into chaos when he died in 1985. 
There was no formal management structure, second-in-command, 
or empowered leadership team—and no succession plan. 

“After his death, [the Exploratorium] almost didn’t survive,” 
says Christina Orth, chief of staff. “But people were committed to 
his vision and legacy. People didn’t want to let this die.” The orga- 
nization operated under several interim directors while a search 
was conducted. The first executive director brought in from the 
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outside was rejected by the staff after only two years as not being a 
good cultural fit. Ultimately, five years passed before the board 
hired Goéry Delacôte, a director at the National Center for Science 
Research in France. 

“I took over when it was almost ready to die and took it to the 
grown-up phase,” says Delacôte, who introduced professional man- 
agement practices to the organization. (In 2006, Delacôte decided 
to move back to Europe after nearly fifteen years running the non- 
profit; he was replaced by a former Exploratorium executive, Den- 
nis Bartels, who had most recently been running another science 
education nonprofit.) 

Part of Delacôte’s strategy, in addition to building management 
systems, was to develop a strong executive team. “Goéry [Delacôte] 
wasn’t a publicity hound; the spotlight wasn’t on him,” says board 
member Ann Bowers. “In contrast to other nonprofits, Goéry was 
building a team. Their ideas were listened to, they were respected, 
and they were definitely part of the decision-making process. In 
other organizations, the sun shines on the director—but I don’t 
think you build an organization that way.” 


GREAT LEADERS LAST 


In studying these successful executive directors and their top 
teams, we were struck by the fact that many of them have extraor- 
dinarily long tenure. Although about half of the groups we stud- 
ied have been through at least one executive transition (some have 
withstood several), half are still founder led. Almost all of them, 
however, have had one executive director at the helm for decades. 
In the cases in which the founder left early, it was an early successor 
we call the “growth leader” who took on a founderlike role and 
who stayed with the nonprofit a long time. 

This finding was surprising because the data show that most 
nonprofit executives last an average of only four years on the job. 
A recent CompassPoint study titled Daring to Lead looked at exec- 
utive turnover in the social sector and found that just 25 percent 
of nonprofit executives expect to stay in their jobs for more than 
five years.'* In the business sector, most CEOs last around five to 
seven years. Leaders like Jack Welch at GE—who was in the CEO 
role for twenty years—are much more rare. 
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But among the groups we studied, the leaders stay, on average, 
twenty years (see Figure 7.1). Further, many of them have a few se- 
nior executives who have also been with the organization for a long 
period of time, as in the case of NCLR. 

Why have these high-impact leaders stayed so long? After all, 
it’s not for the money. By nonprofit standards, these executives are 
well-compensated, but they could all earn more in the private sec- 
tor. (We explore compensation in Chapter Eight.) And it’s not like 
these jobs are easy—on the contrary, leading in complex, chang- 
ing environments without a lot of formal power is challenging, to 
say the least. From our interviews with nonprofit CEOs we came to 
see that they stayed because they are so passionate about their 
cause—their role is not just a job, but a calling. “The novelty doesn’t 
wear off,” says Fred Krupp, president of Environmental Defense. 
“If what you really want to do with your life is have an impact on 
things that matter, then what I am doing is so satisfying.” These 
leaders all share a relentless focus on results and a desire to have 
real impact—which often takes decades, not years. 

Further, we believe that the very success of these executive di- 
rectors has enabled them to stay longer—success breeds success. 
As these organizations achieve real impact, their leaders accumu- 


FIGURE 7.1. CEO TENURE MUCH LONGER THAN AVERAGE. 
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late more reasons for staying, both financial and emotional. Dar- 
ing to Lead noted that larger organizations have leaders with longer 
tenure, speculating that “presumably the nature of working at a 
larger organization—higher pay, more staff support, and perhaps 
prestige and community influence—make sticking it out longer 
seem more desirable.”'* Nonprofit boards are less likely to force a 
transition if both the leader, and the organization, are successful. 

Although some might argue that such long tenure is unhealthy 
(and with a megalomaniac director, it would be), we believe that 
continuity among these executives and senior managers con- 
tributes to success. For one thing, executive directors and senior 
managers spend much of their time cultivating relationships—if a 
leader leaves, some of these are lost. Similarly, most nonprofit work 
relies on tacit knowledge embodied in the staff; when top leaders 
leave, the organization loses accumulated wisdom and skills. And 
because the issues that nonprofits are trying to solve are so com- 
plex, constant leadership turnover causes the organization to focus 
more internally, rather than on external results. Leadership con- 
tinuity keeps them headed down their path to success. 


FOUNDER S SYNDROME 
AND SUCCESSION PLANNING 


Not surprisingly, many less successful nonprofits do not share the 
longevity, depth, or breadth of leadership of these high-impact or- 
ganizations. Within the sector as a whole, turnover is rampant, 
burnout rates are high, and many organizations struggle just to stay 
afloat. We know many cases of nonprofits led by charismatic but 
egocentric individuals who are unable to let go and truly share 
leadership—a phenomenon known as founder’s syndrome. These 
groups run the risk of imploding, as the Exploratorium almost did, 
when their founder either leaves or dies. Succession planning is an 
important, but often-neglected, issue within the field. 

As Phil Truluck of The Heritage Foundation observes of his 
peers, “Quite frankly, a lot of these conservative groups were 
started by strong individuals who were never willing to release con- 
trol of the organization,” he says. “It will be a real problem over the 
next ten years as they retire. A lot of them have never delegated 
things down.” 
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Habitat for Humanity is the only nonprofit we studied that is 
only now moving toward a model of greater shared leadership— 
after a difficult founder transition.’® Habitat was started by the clas- 
sic visionary entrepreneur, Millard Fuller, who was uninterested in 
organizational management and did not develop a broad and em- 
powered executive team—though he did have a small group of 
critical people on whom he relied. 

Habitat was cofounded in the late 1970s by Fuller and his wife, 
Linda, as a Christian housing mission. Fuller was tireless in his ef- 
forts to promote Habitat, and the organization’s success can be at- 
tributed in large part to his entrepreneurial and inspirational 
leadership. “You can’t discount the necessity of the charismatic, vi- 
sionary founder,” says Denny Bender, former senior vice president 
of communications. “Habitat flourished because of Millard’s insa- 
tiable drive to rid the world of substandard housing. It’s an engine 
that’s essential to rapid growth; it attracts the support and re- 
sources necessary to grow. A good idea is not enough—it takes 
someone to lead the parade.” 

Despite his ability to inspire others, however, Fuller was much 
more interested in building a movement than an organization—and 
he expected others to be as tireless and self-sacrificing as he was. 
“The key ingredient of a movement is abandon—you sell out to the 
movement,” says Fuller. “Martin Luther King sold out to the cause 
and gave his life for it. You don’t hold back: You get up at 5 A.M. and 
go until midnight. That’s what it takes: passion, commitment, dedi- 
cation. You don’t build a movement being concerned about pension 
plans and salaries.” 

Not surprisingly, Fuller didn’t pay much attention to things like 
staff capacity, salaries, or other management systems—all of which 
started to cause problems as the organization grew. Ultimately, se- 
nior staff and the Habitat board worried that the movement would 
collapse without a strong organization to sustain it. “The board 
said, ‘We don’t want to be called a movement—you can’t plan a 
movement, and we want Habitat to be something you can plan and 
move forward,’” recalls Clive Rainey, director of community rela- 
tions. “Movements don’t last; organizations do.” 

Eventually, the Habitat movement was in danger of eclipsing 
the organization’s ability to effectively manage its network and sus- 
tain its impact. Despite sensational external impact and a fabulous 
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reputation, Habitat was chaotic internally. Staff morale was low, and 
the organization was stretched too thin and was dependent on 
many volunteers who didn’t necessarily have the skills to manage 
a multimillion-dollar global nonprofit. Although the board wanted 
to build internal capacity, Fuller was less interested. He and the 
board disagreed on his authority and succession planning. The 
struggles became public knowledge when a former employee ac- 
cused Fuller of sexual harassment. Eventually Fuller was fired by 
the board. 

The transition that followed was difficult for some staff mem- 
bers, but Habitat came through it successfully. Fuller went on to 
launch another housing organization, and the board conducted a 
national search for a replacement, while an interim leader filled in. 

The nonprofit ended up hiring a CEO with impeccable cre- 
dentials: Jonathan Reckford, a self-described born-again Christian, 
a former executive with Best Buy and Disney, an executive pastor of 
a large Presbyterian church, and an MBA from Stanford. Reckford 
combines passion for the housing cause, a personal commitment 
to the faith-based community, and the managerial experience 
needed to run a billion-dollar global organization. 

As the Habitat case illustrates, founder’s syndrome is a signifi- 
cant issue in the nonprofit sector—and one that can imperil an or- 
ganization if not handled well. Of the twelve organizations we 
studied, seven are still led by founders (or the primary growth lead- 
ers), and are only now beginning to discuss succession planning. 
The other organizations we studied have all undergone at least one 
leadership transition, if not several. One organization—America’s 
Second Harvest—has had a new executive director nearly every five 
years, in part because it is a “bottom-up” nonprofit whose head- 
quarters report to its many local food-bank members. 

In fact, during the course of our research, five of the twelve or- 
ganizations we studied underwent a leadership transition at the 
top. In addition to Habitat, NCLR, the Exploratorium, and City 
Year, in 2006 America’s Second Harvest brought on former Delta 
Airlines senior executive Vicki Escarra as their seventh CEO. 

Interestingly, none of these nonprofits appointed a CEO suc- 
cessor from within, despite having strong executive teams. By con- 
trast, most successful for-profit businesses promote new CEOs 
from within their own company.'® The fact that these high-impact 
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organizations have all recruited a new executive director from out- 
side is somewhat surprising, given their bench strength. We at- 
tribute this to the fact that high-impact nonprofits often need a 
charismatic, externally oriented leader to speak on behalf of the 
organization and appeal to outside constituents, whereas the COO 
and executive teams often perform a more managerial function. 

Many of the other organizations we studied have just begun to 
address the issue of founder transition. YouthBuild USA has only 
recently developed a senior management team and expanded or- 
ganizational leadership beyond founder and president Dorothy 
Stoneman. Although it doesn’t yet have a formal succession plan 
in place, its leadership is much stronger than even five years ago. 
“If I were hit by a truck, YouthBuild would survive,” says Stoneman. 
“We now have a COO, four senior vice presidents, and five vice 
presidents—and another level of senior program managers with 
five to ten years’ experience.” 

Share Our Strength is another organization strongly identified 
with its founder, Billy Shore. It has not yet addressed the issue of 
succession planning, although there is a strong executive team in 
place. “Billy Shore is inseparable from Share Our Strength—he is 
a huge asset,” says Mike McCurry, board member and former Clin- 
ton presidential adviser. “But I think there is some recognition that 
we will have to be able to project stability and continuity beyond 
the founder. An organization has to transcend the founder if it is 
to be successful.” 


THE INVISIBLE, INVINCIBLE BOARD 


No discussion of nonprofit leadership would be complete without 
addressing the fundamental role of the board in leading an orga- 
nization. Many experts we interviewed, however, almost uniformly 
failed to mention this role. It didn’t come up as a critical success 
factor among senior managers, outside stakeholders, or even board 
members themselves. This was somewhat surprising, given the 
amount of attention paid to building strong boards within the so- 
cial sector. 

However, most of the executive directors we interviewed main- 
tained that their relationship with the board was critical. It is “true 
but not new”: if the board isn’t effective, it can sink an organiza- 
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tion, but if things are going well, the board rarely gets credit. Per- 
haps that’s the hallmark of a truly great nonprofit board—it plays 
a significant role leading the organization, but it does so from be- 
hind the scenes. 

Some fascinating trends emerged once we started teasing out 
the various threads of our research. The high-impact boards we 
studied are fairly large in size, and they have a handful of long- 
tenured members. The executive directors share power with their 
boards—neither one is really on top, or has ultimate control of the 
organization. The boards are highly engaged; they work well with 
the executive leadership and have evolved as the organization has 
grown, although their governance models and roles vary depend- 
ing on the context in which they operate. 

The size of these boards, particularly in comparison with cor- 
porate boards, was eye opening, ranging from twenty to forty peo- 
ple (see Table 7.2). Perhaps this is because high-impact nonprofits 


TABLE 7.2. LARGER THAN AVERAGE BOARDS. 








Number of Board Members 
Environmental Defense 42 
Exploratorium 28 
National Council of La Raza 26 
Teach For America 26 
Habitat for Humanity 25 
America’s Second Harvest 21 
City Year 21 
The Heritage Foundation 20 
Share Our Strength 20 
Center on Budget and Policy Priorities 16 


YouthBuild USA 15 
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must engage so many stakeholders, both internal and external, to 
have impact. They need broad boards that represent a range of 
skills, backgrounds, and social networks. “It has to be a mix: You 
have to have people with money and people representing the com- 
munity,” says the Exploratorium’s Delacôte. “A board has to be a 
mirror of the society in which it is functioning.” 

Like the continuity of leadership among the executive directors 
and senior staff we studied, there is also a great deal of continuity of 
leadership on the boards of high-impact organizations. Many of 
these groups have board members who have been around for 
years—although they balance this continuity with some turnover to 
allow for new energy and ideas. “We have six board members who 
have been here for more than twenty-five years,” says Virginia Carollo 
Rubin, development director of the Exploratorium who also served 
as interim director during several executive transitions. “They are 
really dedicated. There’s something about this place that feeds 
them—the activity, the mission, the vitality of the place. People aren’t 
here for a personal agenda or for the distinction.” 

The executive directors and top teams have all found a way to 
actively share leadership with the board to further their mission. 
In most cases, the organization is equally led by the executive di- 
rector and the board—each has a critical but different role to play. 
This was an interesting finding given that many boards tend to mi- 
cromanage or play an incredibly hands-on role, often doing much 
of the work, particularly in startup or early growth phases. But in 
these high-impact nonprofits, the board balances its power with 
that of the executive director and senior staff, or works in part- 
nership with them, rather than dominating. We believe that this 
balance reflects both a shared leadership model internally and that 
these groups are in a more mature stage in the life cycle of orga- 
nizational growth. 

In some cases, an organization started out being led and dom- 
inated by a founding board, but then transitioned to stronger ex- 
ecutive director leadership and shared power. For example, NCLR 
had a controlling but unaccountable board when Raul Yzaguirre 
first took over in 1974. (The nonprofit was founded by a collective 
group who then appointed Yzaguirre director.) He didn’t have ei- 
ther the authority or accountability he needed as executive direc- 
tor, so he confronted the board with a request for change—and 
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threatened to walk away if they wouldn’t give him more power to 
make critical operating decisions without board approval. In other 
words, he lobbied for shared leadership, rather than a hierarchi- 
cal model with the board on top. 

“We had a strong board chair with a political agenda, and 
we were defined by his relationships and affiliations,” recounts 
Yzaguirre. “It was just a runaway board. It was unaccountable and 
it made the staff unaccountable.” To its credit, the board gave up 
some of its power in order to prevent Yzaguirre from quitting. 
From that time on, he and the board were able to operate effec- 
tively together in a true balance of power. 

These boards have a high level of engagement; more critical, 
they have a positive relationship with the executive director. Re- 
search shows that many nonprofit executives do not have con- 
structive relationships with their boards, a factor often cited as a 
reason for high turnover. “Executives who are unhappy with their 
boards are more than twice as likely to be planning near-term de- 
partures as those who have positive perceptions of their boards,” 
according to Daring to Lead.'" The study found that only one in 
three nonprofit executives strongly agreed that their “boards chal- 
lenge them in ways that make them more effective” or viewed their 
boards as “an engaged leadership body.” 

Our research seems to echo this general perception. Although 
we don’t have deep data on the board-executive relationship, our 
observation is that these executives have a strong and supportive 
relationship with their boards. “Most of my colleagues were always 
saying, ‘I hate my board,” says Delacôte of other science museum 
directors. “But I was always saying the opposite. The work rela- 
tionship was superb.” 

The role that the board plays varies from organization to or- 
ganization. Most play a fundraising role (with the exception of 
YouthBuild USA and Self-Help), and board members help the non- 
profit access resources either directly or indirectly, through social 
networks. “Fred pays a lot of attention to building a very engaged 
board,” says Marcia Aronoff, vice president for programs at Envi- 
ronmental Defense. “A lot of cultivation [of donors] comes from 
the board making introductions to their networks. It’s a huge part 
of our resource strategy.” As we saw in Chapter Four, board mem- 
bers are often the group’s most powerful evangelists, helping make 
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introductions or broker critical relationships in government and 
business. 

Further, most of these executives say their board is quite in- 
volved in helping set high-level strategy and in advising the top ex- 
ecutives on critical issues. For this reason, they are often deliberately 
diverse, rounding out the skills or backgrounds of the senior team, 
with a mix that often includes people with legal, marketing, or fi- 
nance expertise, or experience and networks in government or 
business. (This may be another reason for their large size.) 

Many boards have also gone through transitions as the orga- 
nizations themselves have evolved. For example, the Share Our 
Strength board “started out as friends and family—a founder’s 
board, really,” says Billy Shore. “We didn’t pick people for their 
name, or ability to give resources. We picked them for their ability 
to think strategically. Then we outgrew that board, and looked for 
communications experience, corporate experience, and so on. It’s 
a very different board today but still pretty engaged.” 

One thing is certain, however: strong leadership requires that 
an organization maintain a delicate balance of power among the 
executive director, the executive team, and the board. As F. Van 
Kasper, chairman emeritus and board member of the Explorato- 
rium says, “You have people [on the board] who have bought into 
a mission statement that is strong, and they are very committed. So 
it can create a very dedicated staff and board environment. I think 
that consistency of the two working together has really provided 
for the success of the organization.” 


LEADERSHIP MATTERS 


At a time when the social sector is growing in size and importance, 
the need for skilled leadership has never been greater. And as our 
findings illustrate, leadership is needed not just at the executive 
director level but also among senior managers, board members, 
and site staff. Despite the importance of shared leadership, how- 
ever, it’s not always easy to find the top talent that nonprofits need. 

All the organizations in our research cited lack of talent as the 
second most significant barrier to growing their organization and 
expanding their impact, just after lack of funding. And studies 
show that the social sector is facing an impending leadership cri- 
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sis. Just as demand is growing, supply is falling, due to the number 
of baby boomers retiring, a high rate of burnout among nonprofit 
executives, and the failure of most organizations to develop human 
resources within their organizations. Although these nonprofits 
have done a good job cultivating leadership within their organiza- 
tions—including paying top talent, as we’ll see in the next chap- 
ter—that doesn’t mean it has been easy for them. They go out of 
their way and invest time, money, and significant energy in shar- 
ing leadership throughout their organizations. 

As Tom Tierney, founder of the nonprofit consulting firm 
Bridgespan, wrote in an important report on the topic, more non- 
profits should follow this example: “It takes long, hard work to 
build an excellent leadership team. Many successful business CEOs 
spend well over half their time on people-related issues. In con- 
trast, executive directors of nonprofits tend to devote the lion’s 
share of their time to fundraising.”'® 

Leadership matters a great deal to nonprofits, in part because 
they are primarily service organizations whose assets are intangible; 
their programs and services are only as good as the people they hire 
and retain. All the more reason that the social sector needs to wake 
up to new models of leadership. A report from the Center for Cre- 
ative Leadership says, “To expand leadership capacity, organizations 
must not only develop individuals, but also develop the leadership 
capacity of collectives (for example, work groups, teams, and com- 
munities). They must develop the connections between individu- 
als, between collectives within the organization, and between the 
organization and key constituents and stakeholders in its environ- 
ment.”!9 Of course, all of this is easier said than done, but our non- 
profits provide some examples of how to get started. 

By cultivating internal leadership and building bench strength, 
high-impact nonprofits have shored up their capacity to support 
growth. By building strong and engaged boards and developing a 
supportive partnership between the board and the executive di- 
rector, they ensure longer tenure. Ultimately, these nonprofits have 
learned that true power, both professionally and organizationally, 
comes not from concentrating authority and responsibility at the 
top, but rather from spreading it as widely as possible. It comes 
from a culture of leadership that permeates the organization, one 
that freely gives power away. 
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CHAPTER SEVEN HIGHLIGHTS 


Great nonprofit leaders share power. Wise CEOs recognize 
that they must share power if they are to unleash and magnify 
the potential of their organizations. They learn to let go to 
have greater impact. 

Let many leadership styles bloom. There is no one type of 
leader who is most successful at creating a high-impact organi- 
zation. Instead, many different styles can succeed (charismatic, 
humble, strategic, detail-oriented) if leaders are willing to put 
their cause, and their organization, above their own egos. 

To relinquish control, hire a COO. Many CEOs either start 
with or eventually hire a second-in-command. Regardless of 
his or her title, this person usually focuses more on internal 
management, so that the director can focus more on external 
leadership. 

Empower your executive team. The best nonprofit leaders 
build their bench strength by creating strong executive teams 
and giving these top managers real authority and accountabil- 
ity for the organization’s success. This approach helps retain 
top talent over time. 

Great leaders last. Many of the executives at these nonprofits 
have been with their organizations much longer than the sec- 
tor average, or even the typical CEO. Longevity and leadership 
continuity help these nonprofits succeed. 

Develop a succession plan. Great leaders also know when it’s 
time to go. Create a transition plan with the board that pre- 
pares for that day. Get ready for the change by cultivating 
leadership within the organization and preparing to hire a 
new director from the outside. 

Build a big and strategic board. Although the trend these 

days is toward smaller boards, the nonprofits discussed in this 
book all have relatively large and diverse boards. But quality 
matters, too. Board members should be highly committed and 
should bring a diverse range of skills, perspectives, and social 
networks to help the organization and its cause. 

Balance power. Many leaders try to minimize their interactions 
with their board, or they perpetually fight with them, whereas 
great nonprofits have a positive relationship with the board. 
They share leadership to advance the larger cause. 





CHAPTER EIGHT 











SUSTAINING IMPACT 


Teach For America was only a few years old when its founder and 
president, Wendy Kopp, found herself facing a mutinous staff. The 
entire organization had convened in August 1992 in Los Angeles 
for its second summer training institute, an annual program de- 
signed to train new teachers before sending them out into class- 
rooms. But after more than two chaotic years in startup mode, staff 
members were fed up with the long hours and low pay, the absence 
of organizational systems, and the unclear decision-making au- 
thority. Staff members told Kopp they would jump ship if things 
didn’t change. The episode became known as the “coup de Kopp.”! 

To make matters worse, the mutiny dovetailed with a major 
funding crisis: Kopp needed to raise $700,000 within four weeks to 
avoid shutting the doors. It was the perfect storm. At that moment, 
Teach For America was on the brink—not of breakthrough impact, 
but of implosion. 

Kopp had launched the ambitious group in 1989, based on an 
idea she developed in her senior thesis at Princeton University. 
Teach For America would be a national teaching corps, placing 
young college graduates in America’s neediest schools, while work- 
ing simultaneously to reform the larger educational system. From 
the outset, Kopp’s vision was grand. She disregarded early advice 
to start with a single pilot site and scale up slowly, insisting that her 
idea would require an immediate national presence and a corps of 
five hundred teachers. 

“Almost everyone advised me to start smaller,” she recounts in 
her book, One Day, All Children . . . “I should recruit fifty people for 
one site, learn from that experience, and then expand from there. 
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But this perspective was counter to my very conception of what 
Teach For America would be. This was not going to be a little non- 
profit organization or a model teacher-training program. This was 
going to be a movement.” 

Kopp nearly killed herself to launch this movement. She 
worked twenty-hour days for the first year, at times only sleeping 
“every other night,” she says. Passionate and persistent, she ob- 
tained donated office space in New York, scrounged up borrowed 
furniture, and sent out thousands of fundraising letters. She also 
recruited a small staff of young education advocates to join her cru- 
sade. They traveled around the country, recruiting the first class of 
corps members from college campuses, without yet knowing where 
the teachers would be placed, how they would be paid, or what sup- 
port they might need. They were making it up as they went along. 

Like most start-ups, the organization was in constant crisis 
mode those first few years. Meetings regularly ran until three in 
the morning; few management systems were in place; everyone was 
paid the same meager $25,000 salary; and the entire staff reported 
to Kopp. To make matters worse, most of the recent college grads 
Kopp hired had never held a real job before, let alone operated a 
national nonprofit. The organization ran on idealism, caffeine, and 
the largesse of foundations and individual donors who dared to 
take a risk on her dream. 

Although she was able to persuade her staff to stay after the 
“coup,” Kopp realized she was in over her head. So when she re- 
ceived a lucrative job offer to join Edison Schools, an education 
start-up run by entrepreneur Chris Whittle, she was sorely tempted 
to abandon Teach For America in exchange for less overwhelming 
responsibility. Ultimately, Kopp declined his offer, but not before 
a concerned Whittle loaned her a top executive, vice chairman 
Nick Glover, to help her sort out her financial and organizational 
crisis. 

Glover convened a three-day retreat at the Waldorf-Astoria 
Hotel in New York with Kopp and a handful of her most trusted 
staff members. He told the group to put more time, energy, and 
resources into fundraising and to balance out its large program 
staff with more development employees. (At the time, Kopp and 
one other colleague were the only ones raising funds, while sixty 
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staff members worked on the program side.) He also advised Kopp 
to put together a senior management team and to delegate more 
responsibility. Glover convinced her to let go of the egalitarian pay 
structure, and he helped implement some basic management and 
decision-making systems to help things run more smoothly. 

“It worked,” writes Kopp. “Within weeks Teach For America felt 
like a different place. [The] organizational difficulties had taken 
their toll... . But we had refined our approach to selecting and 
training corps members. We had beefed up our systems for pro- 
viding them with ongoing support. We had raised the funding we 
needed to cover our costs. And Nick Glover had restored my sense 
of possibility. With the lessons he taught us, I figured we could ac- 
complish anything.” 

Teach For America wasn’t out of the woods just yet. Following 
the coup were what Kopp now calls the “dark years,” a lean time in 
which many of the group’s initial grants expired. The nonprofit 
was also stretched thin, with too few staff members running too 
many programs and a lack of the organizational resources needed 
to sustain rapid growth. 

But that first crisis marked a real turning point. It was the mo- 
ment when Teach For America, at the brink of failure, realized that 
it needed to build an organization to sustain its movement. Over the 
next few years, Kopp and her senior team cut less critical programs, 
reduced costs to meet their actual budget (rather than continu- 
ously raising more money to support too many programs), created 
a long-term fundraising plan, developed management systems, and 
invested in organizational capacity and people. With this stable 
foundation, Teach For America finally began to take off. 

Today, the organization is widely considered to be one of 
the great success stories of the last decade. With a staff of 650, a 
budget of $70 million (and growing), strong leadership, and an 
increasingly recognized brand, Teach For America—and its in- 
fluential alumni—are now a force to be reckoned with in the ed- 
ucation field. But had a few things gone differently back in the 
early 1990s, we might not be writing about it in this book. Indeed, 
the group might have been yet another nonprofit to fall into the 
chasm between high expectations and insufficient organizational 


capacity. 
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CROSSING THE CHASM 


Like Teach For America, many of the organizations we’ve written 
about have faced difficult times. Although they are truly great in 
terms of what they have achieved, their impact hasn’t come eas- 
ily—even though it may look that way in hindsight or from a dis- 
tance. For the majority, success has been a bumpy road rather than 
a smooth path. Several of the organizations we studied faced near- 
death experiences, when they almost imploded or ran out of 
money, or when their operations couldn’t keep up with their am- 
bitious goals. 

For the National Council of La Raza, the moment of reckon- 
ing came early in its history, not long after Raul Yzaguirre had 
stepped in as president in the late 1970s. At the time, NCLR re- 
ceived more than half of its funding from government grants, 
which were slashed after Ronald Reagan was elected president in 
1980. The nonprofit’s budget went from $5 million to less than $2 
million almost overnight, and NCLR was forced to lay off 70 per- 
cent of its staff. It wasn’t clear that the group would survive, until 
Yzaguirre formed a corporate council and aggressively pursued al- 
ternative sources of funding. 

Many of the other organizations in our sample have faced their 
own crises of funding or capacity, times when it looked like they 
might not pull through or when their organization was stretched 
too thin. And the social sector is littered with has-beens and also- 
rans—nonprofits that have a good idea but never achieve signifi- 
cant impact, or those that are unable to sustain impact because 
they haven’t been able to secure the basics. “The gap between the 
capacity of nonprofits and the size of the problems they are at- 
tempting to address often looks more like a chasm,”? writes William 
Foster, a partner at the Bridgespan Group, a nonprofit consulting 
firm. 

Despite the desire among many groups to get to a certain 
scale—or even just to maintain steady state—it is incredibly diffi- 
cult to do so. All nonprofits face barriers to finding ongoing fund- 
ing and to investing in their own infrastructure and organizations. 

For one thing, most nonprofits don’t have a revenue stream to 
cover their costs, as successful for-profit companies do. They can’t 
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depend on profit margins—they exist to correct market imperfec- 
tions and to provide for those people who can’t always pay. Instead, 
they must ask third parties (foundations, government, individuals) 
to donate more money each year to deliver on their mission. “Most 
companies eventually become self-funding,” says Eileen Jacobs, a 
City Year board member and former business executive. “But non- 
profits don’t have that luxury. Most nonprofits do not have huge 
endowment funds; they have to sell their story year after year. Hav- 
ing to raise money to live day-by-day is tough.” 

Businesses also have access to sophisticated capital markets to 
raise additional money as they expand. Corporations can issue 
stocks or bonds to invest in their organizations as they grow, and 
they can tap into an impressive array of financial institutions de- 
signed to meet their needs at each stage of development, includ- 
ing “angel” investors, venture capitalists, investment bankers, and 
various lending firms. But the social sector’s capital markets are 
not as developed, a topic that scholars and practitioners have re- 
cently begun to study and discuss.* 

There is also a disincentive for nonprofits to invest in the criti- 
cal organizational elements—people, infrastructure, and systems— 
that make success sustainable. In the private sector, investors 
recognize the importance of not just investing in a product, but 
also supporting the company behind that product. As Christine 
Letts, William Ryan, and Allen Grossman argued in their influen- 
tial 1997 Harvard Business Review article, “Virtuous Capital,” non- 
profit investors have a great deal to learn from their for-profit 
counterparts.* The social sector has inherited an erroneous belief 
that every penny should go directly to programs rather than over- 
head, as if programs could deliver themselves. 

As a result of these dynamics, most nonprofits have a more dif- 
ficult time reaching the minimum scale that they need to achieve 
their goals, let alone maintaining the same size or even building a 
broader platform for future impact. Our point is not that these or- 
ganizations need to be huge to have big impact. On the contrary: 
the Center on Budget and Policy Priorities achieves significant im- 
pact with its $13 million budget, as does Habitat with its $1 billion 
global budget (see Figure 8.1). These two groups have very differ- 
ent missions and goals, which lead to very different business models 
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FIGURE 8.1. TOTAL REVENUES (2005). 
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and funding strategies, as we’ll see later. But once a nonprofit gets 
to the size it deems effective to support its strategy, it can have dif- 
ficulty sustaining its organization and its impact. 

Herein lies the challenge: most social entrepreneurs want to 
scale up, or at least sustain their current levels of impact, but they 
face a powerful countervailing force. All the leaders discussed in 
our book grappled with how to get more bang for their buck, how 
to maximize their results without increasing their costs, and how 
to raise enough capital to build their organizations. Great non- 
profits know that they must continually close the gap between their 
outward-looking vision—their constant desire for greater impact— 
and their need to invest in themselves. 
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THREE CRITICAL ELEMENTS 
TO SUSTAIN IMPACT 


In the previous chapters we’ve illustrated how these twelve great 
nonprofits leverage forces outside their organizational boundaries 
in order to achieve more impact. In addition to focusing externally, 
however, they also need to be able to deliver on their promises. Al- 
though we recognize that not all the groups are perfectly managed, 
neither can they afford to neglect the basics, such as keeping good 
people, raising money, and building the right infrastructure. At the 
same time that they work externally to increase their impact by ap- 
plying the six practices, they must also invest internally to sustain 
their impact. It’s not “either-or’—it’s “both-and.” 

Reaching for ambitious goals and building organizational ca- 
pacity can be mutually reinforcing: by working with and through 
other sectors, nonprofits can also find the financial resources nec- 
essary to sustain themselves. External partners—government, busi- 
ness, individuals—often provide money, in-kind donations, 
credibility, volunteer labor, and other critical resources. As we’ve 
seen in the preceding chapters, successful groups can influence 
government as both a means to funding and as an end in itself—to 
achieve policy change. Similarly, they can work with businesses to 
obtain resources for their cause and to influence business prac- 
tices. They can engage individuals and work through nonprofit 
networks to raise funds; they can also mobilize these networks to 
achieve grassroots or cultural change. 

High-impact nonprofits recognize that there are three critical 
elements needed in order to maintain and deepen their impact 
over time: people, capital, and infrastructure. These are the “neces- 
sary but not sufficient” ingredients that enable them to build “good 
enough” organizations. In our view, none of these elements really 
constitute a practice, but they are nonetheless essential to these or- 
ganizations’ ability to sustain their impact. 


1. People: develop a people strategy and invest heavily in top per- 
formers. Every one of these organizations cited their staff as a 
critical success factor. Although all nonprofits rely heavily on 
employees, we discovered that great nonprofits have developed 
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particular capacities for hiring, developing, and retaining top 
talent that can serve as examples for other organizations. 

2. Capital: find the right sources of funding. None of these groups 
could keep going without having one or more sustainable 
funding mechanisms—the critical input that fuels their out- 
puts or impact. Their sources of support may vary, but suc- 
cessful groups integrate fundraising with their strategy, and 
they find ways to diversify these sources over time to reduce 
their financial risks. 

3. Infrastructure: invest in overhead, despite the pressure to look 
lean. All the groups have reached a point in their growth at 
which they needed to invest heavily in information technology, 
buildings, or management systems and build their own orga- 
nizational capacity. They’ve found creative ways to raise capital 
for these needs. 


PEOPLE: INVEST IN ToP TALENT 


In Chapter Seven, we saw how great nonprofits retain their senior 
leaders over time, first and foremost because they empower their 
top team. When asked what keeps them at their jobs, many top 
managers cite a passion for the mission, the ability to make a dif- 
ference, and the other committed people with whom they work. 
The same goes for midlevel and junior staff. Most often, people 
initially gravitate toward nonprofit work for purpose and passion. 

But intrinsic motivation is not always enough to retain people, 
particularly over long periods of time. Successful nonprofits have 
learned that they need a people strategy to keep the best and bright- 
est talent on their teams. Surprisingly, only about half of the or- 
ganizations we examined have a formal human resources director 
or department. However, all of them have learned to do a few 
things right with respect to their senior staff, and these policies 
tend to trickle down to midlevel managers and entry-level posi- 
tions as well. 


Focus First on What, Then Who 

Many of the nonprofits we studied said that it’s important to “get 
the right people on the bus,” and a few even quoted Jim Collins’s 
book Good to Great, which included a chapter on that topic.? Collins 
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claims that successful businesses need to focus on “first who, then 
what.” That is, if they first get the right people on board, they can 
then figure out where and how to steer the bus, in terms of their 
strategy and tactics. 

But in the nonprofit world, it’s actually “first what, then who.” 
All the organizations we studied are guided first and foremost by 
their mission, and this purpose is the primary reason a person will 
take the job. These groups look for new hires with a passion for 
their mission, and a strong cultural fit. In other words, they already 
know where the bus is headed; they’re looking for good people 
who are going in the same direction. Although the strategy or tac- 
tics may change over time, their overall cause is unlikely to change. 

“For us it’s mission first,” says Martin Eakes, founder of Self- 
Help. “You can’t work at Self-Help longer than a week and not have 
someone raise the question, ‘Is this in line with our mission?’ This 
is not a place where people come for a paycheck. If this is nota 
calling, and you’re not primarily motivated by the mission, get off 
the bus and leave us a seat.” 

Some of the nonprofits go so far as to say that a person’s fit 
with the organization’s mission matters even more than basic skills. 
“The skills matter, but they matter less than the passion, because 
you can learn the skills,” says Cecilia Munoz from National Coun- 
cil of La Raza. “The focus and commitment you can’t learn—that’s 
what makes good advocates.” 


Pay to Play 

Although nonprofit leaders don’t take their jobs because of the 
money, in order for them to stay (particularly those raising fami- 
lies or those without a second income or independent wealth), it 
is important to establish a base salary that at least makes the fi- 
nancial equation palatable. It is one thing to take a low-paying job 
just out of college to follow your bliss, and another thing entirely 
to support a family or face retirement on a $40,000 salary, partic- 
ularly in major urban areas. Unlike the stereotypical nonprofit, 
these organizations don’t burn out their talent with entry-level 
wages. It’s both mission and then money that matter, in that order. Indeed, 
a recent study confirmed that nonprofit executives who are very 
dissatisfied with their compensation are twice as likely to leave 
within a year as executives who are satisfied.® 
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We discovered that successful groups are willing to compensate 
generously to attract and retain top talent. They “pay to play.” Ten 
out of the twelve organizations discussed in this book aim to com- 
pensate at the higher end of the nonprofit pay scale, relative to 
other organizations of the same size and in similar fields and re- 
gions (see Figure 8.2). They didn’t all start out that way—most paid 
the paltry salaries that characterize any start-up—but over time, 
they have moved to the top tier. 

These nonprofits also offer competitive benefits, which enables 
them to keep their best performers. They don’t constantly rely on 
young people who are willing to work for lower wages but who 
don’t have the experience or expertise necessary to generate sub- 
stantial impact. 


FIGURE 8.2. WELL-PAID EXECUTIVES (2005). 
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Environmental Defense came to this conclusion about fifteen 
years into its growth. “In the early 1980s, the board didn’t have a 
pension or benefits plan,” recalls Michael Bean, a senior attorney 
who has been with the organization twenty-four years. “They had 
to ask, ‘Do we want to keep the good people we’ve hired, or... 
have a staff constantly in their twenties with new ideas?’” The board 
voted for the former, and increased compensation and benefits to 
keep senior people, many of whom joined the organization in the 
1970s. 

Although senior-level salaries are still lower than in the private 
sector, compensation at these organizations is competitive among 
their peers. Some are even able to entice talented leaders from 
business, who take pay cuts to work on issues they care about. Of- 
fering respectable salaries makes a difference. For example, vice 
presidents at many of the groups discussed in this book earn 
$130,000 or more per year. In addition, many of the organizations 
provide high-quality health care and retirement benefits. 

Only two organizations in our sample did not compensate at 
the top of the nonprofit pay scale at the time we studied them. 
Under newly appointed CEO Jonathan Reckford, Habitat for Hu- 
manity is now moving from paying 20 percent lower than other 
Christian nonprofits to compensating at the median level. But for 
years founder Millard Fuller relied heavily on unpaid staff, who 
worked full-time in return for “Pig-checks,” or certificates that 
could be redeemed at the local Piggly Wiggly grocery store. These 
volunteers didn’t necessarily have the skills required for their jobs 
as the organization grew. 

Self-Help has a similarly ideological view, based on a philoso- 
phy that the spread between the highest- and lowest-paid positions 
should be small and that external markets should not determine 
the value of an employee. Under founder Martin Eakes’s formula, 
top salaries at Self-Help in 2005 were capped at around $63,000 
(much lower than the other organizations we examined). However, 
the nonprofit has raised entry-level salaries, so that the lowest-paid 
staff members make relatively more than their peers at other non- 
profits. In this sense, Self-Help also takes compensation off the 
table. It doesn’t even attempt to compete in the talent market- 
place—it has made an ethical, not an economic, choice about com- 
pensation. You join Self-Help for the mission, not the money. 
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(Whether this compensation approach is sustainable remains to 
be seen; several staff members questioned it in our interviews with 
them.) 

In addition to paying well, some of the groups have moved to 
performance-based pay. The Heritage Foundation was an early pi- 
oneer of the approach. “We are one of the first think tanks to set 
up a goal system in the 1980s,” says Philip Truluck, executive vice 
president. “Other groups come out and ask how they can be as 
great as we are. Well, goals are set and goals are measured. We are 
still one of the few [nonprofits] that set up a bonus system.” 


Create Nonmanagement Career Paths 

People often come to work in the social sector because they are 
passionate about an issue like education or the environment, and 
they have skills or deep knowledge in the area. But in many non- 
profits, the only way to move up is to take on more management 
and administrative responsibilities. The move often takes leaders 
away from their core competencies, such as advocacy, research, 
writing, or running programs. 

Although all the organizations we examined have promoted in- 
ternal people into management, many have also created nonman- 
agement career paths for star senior staff: economists, scientists, 
policy researchers, analysts, or other experts. “There was a view that 
moving up into management meant success. But we tried to create 
career paths that weren’t automatically management. If you are a 
great researcher, then you can stay here. I wish I had pinpointed 
that beforehand,” says Truluck of The Heritage Foundation. 

In many ways, these groups are structured more like a univer- 
sity—with a division between administration (management) and fac- 
ulty (subject experts)—than like a typical business. In fact, a number 
of them, particularly those that have a strong research, analysis, and 
advocacy component, have PhDs on staff, including the Center on 
Budget and Policy Priorities, the Exploratorium, Environmental De- 
fense, and The Heritage Foundation. Their ability to keep subject 
experts, along with talented managers, means that they have high 
retention rates in the senior ranks. We believe that this is a funda- 
mental factor for sustaining impact at extraordinarily high levels. 

“The other day I calculated that around thirty people are here 
today who started during [founder Frank Oppenheimer’s] time,” 
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says Robert Semper, director of the Center for Learning and 
Teaching at the Exploratorium. “In my case, it’s because I’ve been 
able to get involved and have had enough learning opportunities 
that have allowed me to maintain my engagement.” 


Let Go of Underperformers 

“You never wish you’d waited longer to fire an employee who wasn’t 
working out,” says Billy Shore, founder of Share Our Strength. He 
and the other CEOs we met have had plenty of hiring successes, but 
they’ve also made some blunders along the way. It is hard for any 
manager to let go of a committed individual who has a passion for 
the cause but who is underperforming or isn’t a good fit. 

Because nonprofits are mission based and tend to be more 
“touchy-feely” than businesses, they can often fall into the trap of 
hanging on too long to people who aren’t working out. Organiza- 
tional effectiveness suffers: efficiency remains lower than it could 
be, and talented staff members can become demoralized when 
they see underperformers being indulged. More important, with 
limited resources and ambitious goals, these groups need strong 
staff to achieve the level of impact to which they aspire. Anything 
else just won’t cut it. Although not every organization we studied 
has learned this, many have mastered the art of firing. 

“You perform or you’re out,” says Kevin Huffman, vice presi- 
dent for strategy at Teach For America. “People who don’t hit their 
fundraising goals here don’t last long in their roles. If a regional 
director is not performing, or they are not a good fit, they are 
counseled out. ... Every person at Teach For America has defined 
goals and a sense of accountability.” 

Fred Krupp at Environmental Defense echoes the tough-love 
approach. “We have a philosophical commitment to firing people,” 
he says. “When I see program managers or departments that are 
not letting people go, that is when I know to meet with the man- 
agers. We have 280 people, and we imagine that we are changing 
the world. If we do not have the very best people we can find, if we 
view ourselves as coddling, then we’re done.” 


All these organizations have achieved a virtuous cycle of talent 
management, and it can be hard to tease out cause and effect. Are 
these nonprofits successful because they’ve figured out how to 
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develop leaders and keep top talent over time? Or do people stay 
mainly because the organizations are so successful and have 
reached a certain size and stability? Studies show a correlation be- 
tween the size of an organization and its ability to retain talent. Ul- 
timately, it’s probably a bit of both. People like working for a 
successful organization that is having real impact. They feel they 
are making a difference, they are surrounded by interesting and 
motivated colleagues, they are likely to be paid well and find new 
challenges as the organization grows, and hence they are more 
likely to stay. Because good people stick around, the organization 
continues to do well. It’s a self-reinforcing cycle. 


CAPITAL: FIND THE RIGHT SOURCES OF FUNDING 


There is no magic formula for raising the money needed to fuel 
your work—every organization has had to blaze its own trail. Ini- 
tially we found stark differences in capital structures and a diversity 
of funding sources among these nonprofits. But as we looked closer, 
we realized that there were a few interesting insights that can be 
helpful to any group seeking to raise funds to sustain its impact. 

We observed that high-impact nonprofits don’t treat fundraising 
as a stand-alone function of management; it is highly integrated with 
their programs, their mission, and their strategy. In some cases, fund- 
raising is actually part of their “theory of change.” The best organi- 
zations have a financial strategy that is aligned with their larger vision 
for creating social impact. These nonprofits choose to pursue fund- 
ing from the government, the private sector, or individuals not just 
because they are good sources of revenue, but because they can help 
solve the problems these nonprofits are trying to address. 

As we saw in Chapter Five, Dorothy Stoneman lobbied the fed- 
eral government to create a national YouthBuild program, in part 
because she knew that’s where she could find a large infusion of 
cash to expand quickly. But Stoneman also pursued federal ap- 
propriations because, as a former civil rights activist, she had a 
deeply held belief that government should help low-income youth. 
Working with government was part of her larger strategy for deliv- 
ering impact. “We believe the federal government has a responsi- 
bility to address these issues and offer a solution,” she says. “It was 
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my political conviction that we had a responsibility to work with 
the government.” 

Likewise, when The Heritage Foundation set out to “win the 
war of ideas,” it realized that the traditional think-tank approach 
was insufficient for promoting policy ideas to the general public. 
As we saw in Chapters Four and Five, Heritage built a conservative 
movement, working with a network of other nonprofits and engag- 
ing 275,000 donor-members in the process. Its theory of change 
supported, and was supported by, its fundraising strategy. 

Michael Brown and Alan Khazei of City Year pursued corpo- 
rate support—along with federal AmeriCorps funding—from the 
outset, as we saw in Chapters Two and Three. They were part of a 
new generation of social entrepreneurs who believed it was critical 
to involve the business community in their vision for national ser- 
vice. The first pilot program was funded with $250,000 from five 
corporations, and today the group generates a large percentage of 
revenues from a wide range of corporate sponsors, in addition to 
receiving significant funding from government and foundations. 

Like City Year, many high-impact nonprofits realized that they 
needed to diversify their revenue base if they wanted to sustain their 
impact. Indeed, as might be expected of organizations of this age 
(fifteen to forty years) and size (over $10 million), the majority have 
diversified their funding sources to varying degrees to decrease 
their risk (see Figure 8.3). But simultaneously, many have contin- 
ued to pursue a dominant source of support, with more than 50 
percent of their revenues coming from one of the following places: 
government, individuals, corporations, earned income, or founda- 
tions.’ We explore each of these sources in the next sections. 


Government: Mobilizing Public Funds for Social Impact 
Almost half the organizations we examined lobby the govern- 
ment—at the federal, state, and local levels—for appropriations and 
contracts. They pursue policy change because they believe that their 
programs are important enough to receive broad public support. 
In this way, changing public policy can be both a means of obtain- 
ing funding and an end in itself. (It is important to note that some 
nonprofits engage in policy advocacy but do not accept government 
funding because to do so would represent a conflict of interest.) 
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For organizations that have pursued government funding, 
many experienced rapid growth once they received the money. 
Government funding probably gives the quickest bang for the 
buck, as it requires less of an initial investment to obtain than other 
sources. Government grants or contracts also are often substan- 
tially larger than any other single funding source. “That’s where 
the big money is,” says YouthBuild USA COO Tim Cross. “You’re 
never going to find an annual outlay of $65 million from any sin- 
gle corporation or foundation. To even begin to meet the need, 
the feds have to be in the picture.” 

For YouthBuild USA, pursuing significant government fund- 
ing was essential. Not only did it provide a lot of money and fulfill 
Stoneman’s belief in the role of taxpayers, but government also 
provided the distribution muscle that YouthBuild needed to spread 
its model quickly throughout the country. 

Relying heavily on government funding also has its risks, how- 
ever. YouthBuild USA learned this lesson in the mid-1990s, when 
a change in administration and subsequent budget cuts briefly re- 
versed its steep growth curve. In just a few years, YouthBuild had 
gone from a small local program in one city to a national network 
of 226 local programs with combined annual revenues of $180 mil- 
lion, fueled by federal grants of $40 million to $65 million per year. 
But when Congress changed hands in 1996, major cuts forced the 
program to scale back. Today, YouthBuild USA still depends on fed- 
eral contracts for 70 percent of its budget, but the organization is 
working hard to diversify its funding base within federal sources, as 
well as through individual and corporate support. 

YouthBuild USA made other trade-offs in pursuing federal 
funding: it relinquished a great deal of control over its network to 
the federal agency, HUD. As we discussed in Chapter Five, the or- 
ganization decided not to control the total appropriation and 
“own” its affiliate programs—sacrificing some control over the 
members in its network. Instead, it chose to scale out the Youth- 
Build model more quickly and to allow other nonprofits to apply 
for federal grants. 

Achieving widespread impact as rapidly as possible was a fun- 
damental part of YouthBuild USA’s social change strategy, and gov- 
ernment funds were the primary mechanism for scaling its impact. 
For YouthBuild, the trade-off was worthwhile. 
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Individual Donors: Capitalizing on Citizen Support 

A number of the nonprofits we examined have built large individ- 
ual donor bases and rely primarily on that source to sustain their 
organization and impact. Groups that receive substantial funding 
from individual donors include Share Our Strength (from fund- 
raising events), America’s Second Harvest (from individual do- 
nors), Environmental Defense and The Heritage Foundation (from 
membership bases), and Habitat for Humanity (from direct mar- 
keting and events). For these organizations, engaging volunteers, 
members, and individual donors in their mission has been critical 
to their strategies for increased impact. Not surprisingly, a number 
of these groups also excel at engaging individuals in experiential 
activities and at inspiring evangelists. 

The most dramatic—and counterintuitive—example of an or- 
ganization effectively raising big money from individual citizens is 
The Heritage Foundation, with its 275,000 donor-members. Its 
broad, diverse individual funding base has resulted in large part 
from Heritage’s ability to build a highly influential conservative 
movement and to engage individuals in its cause, as we illustrated 
in Chapter Four. Moreover, its funding base has allowed Heritage 
to turn down money that comes with strings attached and has given 
the organization enormous strategic freedom. CEO Ed Feulner re- 
counts a story about the time when a high-profile corporate leader 
disagreed with Heritage’s view on trade: “He asked if we would 
change our position.” Feulner says he pulled out the man’s check 
and ripped it up. 

Individual engagement is also a significant part of Habitat for 
Humanity’s theory of change. As we noted in Chapter Four, Habi- 
tat did not choose the most efficient or cost-effective way to build 
houses for the poor. But its vision was always much larger than just 
building homes; it wanted to mobilize volunteers to work along- 
side the recipients of the home, and in the process, build an anti- 
poverty housing movement. 

Since its inception, Habitat has engaged more than a million vol- 
unteers in its movement, and as a result, the organization also has 
one of the strongest brands in the world. This in turn bolsters its abil- 
ity to raise significant dollars from the individuals who volunteer and 
from ever-widening circles of their friends and colleagues. 
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Although building a large, renewable individual donor base 
certainly has its rewards, doing so requires a significant investment 
of resources. Most of the nonprofits that rely on individual dona- 
tions have larger development staffs, with larger budgets, than 
those organizations that rely on government or foundation sup- 
port. For example, Environmental Defense has forty development 
staff members, who collectively manage thousands of relationships. 


Corporations: Applying Private 

Dollars to Social Change 

Corporations have been a source of both funding and in-kind sup- 
port for a number of the organizations discussed in this book. As 
we saw in Chapter Three, many of the high-impact nonprofits we 
studied find ways to work with business. Although only one of them 
is predominantly reliant on corporate funding (America’s Second 
Harvest, which receives nearly $500 million in donations of food 
and related products from corporate partners), many use corpo- 
rate funding to supplement their income. 

For instance, City Year creates engaged partnerships with com- 
panies, as we saw in Chapter Three. “Our goal was never to just 
get a check,” says Michael Brown. “From the beginning, we asked 
sponsors to get involved, come out and do service, and begin see- 
ing service as a vehicle to bring people together.” These corporate 
relationships not only provide City Year with much-needed fund- 
ing but also create mutual benefits for the companies and the 
nonprofit, spread City Year’s message of national service to an im- 
portant audience, and hold it accountable to a wide constituency. 
Corporate dollars are the right dollars for supporting City Year’s 
theory of change. 

The National Council of La Raza is another nonprofit we stud- 
ied that moved away from reliance on government funding after 
significant cuts were made in the early 1980s. Instead, NCLR began 
to cultivate a large number of corporate supporters. “I think tra- 
ditionally, a lot of nonprofits relied on federal funding,” says CEO 
Janet Murguia. “Raul learned some hard lessons about diversify- 
ing. He understood that a little earlier than others, and put it into 
practice—looking at foundations and also the business community, 
and growing those relationships.” 
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Earned Income: Driving a Double Bottom Line 


Self-Help is perhaps the most financially sustainable of all the orga- 
nizations we studied, because it generates a large portion of its rev- 
enues through earned income. But as we discussed in Chapter 
Three, it is the exception, not the rule. Earned income is such a pow- 
erful source of revenues for Self-Help because its business model 
for economic development is completely aligned with its mission 
and social impact goals. It is truly a double-bottom-line business. 

Self-Help generates earned income from capital instruments, 
such as mortgage-backed securities and low-interest loans, which 
involve the core products it offers customers. These revenues give 
the organization incredible freedom and financial stability. As men- 
tioned in Chapter Three, the metaphor that Self-Help staff mem- 
bers often use is “two wheels of the bicycle”: the front wheel is the 
mission of the organization, and the back wheel is the financial en- 
gine that propels its growth. “Our bicycle [is] a consistent finan- 
cial base that allows us to innovate and take risks,” says Bob Schall, 
president of Self-Help Ventures Fund. “We’re not held hostage by 
funders to do certain things or not do certain things.” 

Although Self-Help’s financial success is impressive, it should not 
come as a surprise that none of the other organizations have at- 
tained the same level of financial independence. Their strategies for 
achieving social impact are less aligned with a profitable business 
model. Still, some are making real efforts to increase their sources 
of earned income, in ways that are clearly in sync with their mission 
and strategy for impact. For example, the Exploratorium receives 15 
percent of its revenues from admission fees, which is actually a 
smaller percentage than many museums. But it has also developed 
other income through the sale of publications and the rental of ex- 
hibits, both of which extend its social impact as well. 


Foundations: A Mainstay for Many Nonprofits 

Some organizations’ missions lend themselves to relying more heav- 
ily on foundations, particularly those with strategies that preclude 
them from accepting funding from the government or the private 
sector for conflict-of-interest reasons, such as Environmental De- 
fense, Heritage, and the Center on Budget and Policy Priorities. 
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Foundation support can be useful for a variety of purposes, in- 
cluding research, launching new ideas, and evaluation of existing 
programs. And although the groups we studied received concen- 
trated funding from other sources, they all have received additional 
support from foundations. 

Of the nonprofits we studied, the Center on Budget and Pol- 
icy Priorities has been the most reliant on foundation support, with 
90 percent or more of its funding coming from major foundation 
grants throughout most of its history. Since 2000, it has received 
grants totaling $34.4 million from nearly thirty foundations; its 
largest foundation funder provides 13 percent of the total grants 
awarded. Because the Center lobbies the government on budget 
issues, it would be a conflict of interest to take taxpayer dollars. 
And historically the group has not diversified into individual sup- 
port, although it is just beginning to do so. By 2006, the Center re- 
ceived 35 percent of its funds from smaller donors. 

Although these days it is popular to critique “traditional” phil- 
anthropists for making short-term, relatively small grants, notably 
a number of the nonprofits we studied have long-term relationships 
with foundation funders, who have stuck with them over decades. 
The Ford Foundation and the Surdna Foundation, in particular, 
have played a critical role in funding many of these groups over 
time. If your organization has a clear strategy, a strong track record 
of success, and a mission compatible with the goals of the founda- 
tion, at least a few institutional funders seem willing to invest for 
the long haul. “We do have these long-standing relationships with 
our funders, and they have seen a return on their investment,” says 
Kathryn Greenberg, the Center’s director of development. 


INFRASTRUCTURE: INVEST IN OVERHEAD 


Finding great people and raising ongoing funding are two signifi- 
cant challenges facing all nonprofits, but there is a third challenge 
as well. Within the social sector, organizations are discouraged 
from investing in the very things they need in order to build their 
own capacity and sustain their impact: systems and infrastructure. 

Unfortunately, individual donors often do not want to pay for 
organizational overhead, preferring that their dollars go directly 
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to programs. In the business world, it is widely recognized that hav- 
ing a superior company enables success. It takes money to make 
money. But in the social sector, the idea still remains difficult for 
donors to grasp. “This is the real challenge for many nonprofits— 
how do you get the funding to match the work that you need done, 
knowing that you need some flexibility?” says Janet Murguia, CEO 
of National Council of La Raza. “It’s very difficult to get unre- 
stricted dollars.” 

At some point in their evolution, almost all the groups we stud- 
ied needed to raise substantial capital, above and beyond their 
annual operating costs, to invest in the development of their orga- 
nizations. And they’ve been both persistent and creative about fund- 
ing necessary things like buildings, computers, and additional staff 
to manage their rapidly expanding programs. In fact, many ran 
“growth campaigns” to invest in the critical systems and teams they 
needed to keep up with program growth. They often structured 
campaigns as one-time events rather than folding them into annual 
operating costs, which helped to keep their overhead ratio low as 
well as generate momentum and excitement among funders. 

Teach For America and City Year both conducted growth cam- 
paigns not unlike the more familiar capital campaign that non- 
profits hold when raising funds to purchase a building. Both 
organizations had reached a point at which they could no longer 
sustain their growth with the systems and infrastructure they had. 
They needed to invest in the basics to shore up day-to-day opera- 
tions and close the chasm between their ambitious goals and their 
ability to deliver. 

City Year’s campaign raised $30 million for organizational ca- 
pacity from 1999 to 2004, with the goals of “maximizing impact, 
growing to scale, building sustainable resources, and increasing 
leverage.” City Year was incredibly strategic about linking these crit- 
ical capacities with its ability to both sustain the current level of im- 
pact and have greater impact in the future. 

It worked with a formerly anonymous funder, Atlantic Philan- 
thropies, to provide the lead grant of $10 million, and raised a total 
of $30 million over five years. The funding was invested in twelve 
critical areas of “enterprise-wide business processes, management 
systems, and organizational capacities,” which included things like 
recruiting software, systems to engage and mobilize the alumni net- 
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work, a public policy “Action Tank,” information technology, staff 
development, and strategic planning.® 

“It was [cofounder] Michael Brown’s idea for a capital cam- 
paign to build the capacities we needed to grow,” says board mem- 
ber Ilene Jacobs. “We had not seen this approach before, but it 
made a huge amount of sense. With every new site, it felt like we 
were reinventing the wheel. We realized we needed to have the sys- 
tems—finance, training, and development tools—to run the or- 
ganization much better. There has been a high return on that 
investment. Now we are well positioned to grow and run the orga- 
nization much better.” 

Teach For America’s goal was to double its budget from $20 
million to $40 million in the five years ending in 2005, and now it 
is seeking to double it again by 2010. To achieve this, the group de- 
liberately identified individual and foundation donors for the cam- 
paign and approached them for growth funds separate from 
ongoing needs. With a campaign mentality and a rigorously con- 
structed plan in place, Teach For America met its revenue goals, 
despite the fact that the years following the 9/11 terrorist attacks 
were one of the most challenging fundraising periods in recent 
American history for many nonprofits. 

The organization also used some of this funding to build a ro- 
bust operating reserve, so that it had enough cash on hand to 
cover six months of operating costs. The strategy allowed it to re- 
sist dipping into growth funds to support annual expenses when 
setbacks occurred. When Congress threatened to cut AmeriCorps 
in 2003, Teach For America’s teacher education awards were cut. 
Still, the organization covered the cost of the awards with funds 
from its operating reserve, while keeping its programs running. 

A key to the success of both Teach For America and City Year 
was the deliberateness and discipline with which they approached 
growth campaigns. Their leaders realized that they needed to step 
out of the day-to-day fundraising grind and focus on the bigger pic- 
ture in order to build a sustainable organization. They couldn’t 
keep living from grant to grant, without being more strategic about 
how their funding and their organization supported their long- 
term aspirations. This took conviction and leadership at all levels 
of the organization. “Michael brought the board along with him,” 
explains Jacobs. 
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At America’s Second Harvest, the challenge was to raise funds for 
the major technology upgrades needed to support its complex food 
transportation systems. Initially, large funders were reluctant to invest 
in such mundane things. “ConAgra was the first big donor to the 
technology campaign—and they initially didn’t want to fund it,” says 
David Prendergast, senior vice president for technology and plan- 
ning. “They wanted to fund the Kids Cafe program. But our de- 
velopment department said, ‘We can’t do these things unless we 
improve our infrastructure.’ So they made an initial, multimillion- 
dollar, multiyear grant.” 

Prendergast says the nonprofit had to be strategic and persis- 
tent about its fundraising plan. “We were successful in putting to- 
gether a technology plan,” he says. “We then went out and got 
significant funding of $12 million over a five-year period to do the 
things we needed to do.” Although it does cost money to maintain 
technology, the ongoing costs are much less than the initial invest- 
ment and can be manageably folded into the operating budget. 

Other nonprofits conducted more traditional capital cam- 
paigns, for a building or for an endowment used to increase their 
financial sustainability. National Council of La Raza raised $35 mil- 
lion in the last few years of Raul Yzaguirre’s tenure, using the funds 
to buy a building, invest heavily in infrastructure, and set aside a 
financial cushion to subsidize ongoing operations. “There is no 
question that we will be able to raise much more money once we 
put these systems in place,” says CEO Janet Murguia, underscoring 
the adage that it takes money to make (or raise) money. “It’s going 
to be a lot easier—our plans will allow us to demonstrate how we 
can be credible and effective.” 

Of course, because of their investment in infrastructure, these 
organizations don’t always meet traditional measures of nonprofit 
success—despite some groups’ efforts to structure campaigns as 
separate from annual operating budgets. The most common mea- 
sure used to evaluate nonprofit performance is the ubiquitous 
overhead ratio, which shows how much money a group spends on 
its programs (or services) versus how much it spends to maintain 
its own operations (administration, fundraising, and so on). Not 
all of the nonprofits we studied score well on these conventional 
measures, as Table 8.1 illustrates.’ 
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TABLE 8.1. CONVENTIONAL RATINGS Don’T ACCOUNT FOR IMPACT. 





Organization GuideStar Rating 
America’s Second Harvest kkk 
Center on Budget and Policy Priorities kkk 
City Year Kak 
Environmental Defense kak 
Exploratorium k* 
Habitat for Humanity * 

The Heritage Foundation kkk 
National Council of La Raza k* 
Share Our Strength kk 
Teach For America kak 
YouthBuild USA xk 





Note: Self-Help is not rated. 


The problem with using these metrics is that they fall into the 
trap of measuring financial inputs or ratios as a proxy for success, 
rather than measuring impact, or the amount of change accom- 
plished with that investment.!? Worse yet, they assume that non- 
profits can implement programs without any infrastructure or 
support. They may encourage donors to support groups that spend 
too little on people, IT systems, or management, which can lead 
to weak organizations at best, or accounting trickery at worst. 

The nonprofits we identified, however, don’t spend too much 
time worrying about these metrics. They spend what they need to 
sustain their impact. 


A PLATFORM FOR FUTURE IMPACT 


As these groups have learned, it’s not enough only to focus exter- 
nally—they must also build strong organizations. For some, par- 
ticularly those that are still growing rapidly, it is like playing a 
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never-ending game up of catch-up. As they grow and expand, they 
must build their organizational capacity to fill in the gap between 
their expectations and their effectiveness. Other nonprofits we 
studied have already reached their own “steady state” and are con- 
tent to remain about the same size as they are today. Figure 8.4 
gives an overview of the growth trajectory of these nonprofits over 
the past thirty-five years. 

As Figure 8.4 illustrates, these nonprofits have taken many dif- 
ferent paths to growth. A few scaled up their operations relatively 
quickly. Teach For America and City Year were both founded 
around 1990, and within fifteen years were raising annual revenues 
on par with more mature organizations like Environmental De- 
fense and The Heritage Foundation. Others grew at a moderate 
pace and then shot up in a moment of breakthrough impact, such 
as when Self-Help received a $50 million Ford Foundation grant 
and combined it with investment capital from Fannie Mae. 

And although some organizations have begun to intentionally 
level off their growth, several are in the midst of major expansion 
campaigns: Teach For America and Environmental Defense each 
looks to double its budget in the next few years. Environmental 
Defense is undertaking a growth campaign to reach a budget of 
$100 million in the next five years. “We’re at a real tipping point,” 
says David Yarnold, executive vice president. “We’re poised at this 
place where our success going forward will be all about our abil- 
ity to execute. It’s not about having enough money—we have a 
network of allies and donors, and just need to figure out how to 
activate them. It’s all about execution. We’re building the airplane 
while flying it.” 

Teach For America was almost midway through its five-year 
growth campaign to double in size as this book went to press. The 
goal was to take the budget from $50 million to $100 million, and 
the campaign was showing every promise of succeeding. “Scale is 
critical to our success,” says founder Wendy Kopp. “We have to play 
such a numbers game. We have to have a critical mass of corps 
members within communities to make them feel part of something 
larger, and influence the consciousness of the country.” The group 
has worked with the Monitor Institute, a consulting group, to iden- 
tify the critical capacities needed to expand the organization and 
increase its impact exponentially. 
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On the flip side are organizations like Heritage and the Cen- 
ter on Budget and Policy Priorities, which believe they have 
reached an efficient scale and are not interested in growing much 
more. Because they focus mainly on advocacy, and work through 
informal networks at the state and local levels, they don’t actually 
need to grow to have more impact. “I’m very skeptical of growth,” 
says Stuart Butler, vice president of Heritage. “I think there’s a dan- 
ger of inefficiency with size. I already spend a significant amount 
of time navigating Heritage—I think that is a cost. We’ve tried to 
keep it to around two hundred staff for a while.” 

For others, the challenge isn’t necessarily to raise more money 
to grow, as much as it is to focus on shoring up the organization. 
For Habitat, which already has twenty-one hundred affiliates glob- 
ally, the new emphasis is not on growth but on sustainability and 
on deepening the quality and impact of participants in the net- 
work. With a new CEO in place, Habitat is finally building the or- 
ganization needed to support its global movement. 

Share Our Strength is similarly focused on building its inter- 
nal capacity. “We’re really good at raising money for others, not 
ourselves,” says Pat Nicklin, managing director. “We’ve been good 
at coming up with corporate partnerships and events that raise 
money for hunger. But we’re not as good at raising working capi- 
tal for the organization. We keep putting our oxygen mask on 
other people, not ourselves. It’s ironic—everyone else is trying to 
diversify into what we are doing, and we’re going the other way.” 

Regardless of which choice these nonprofits make, it’s clear 
that most of them have demonstrated that they can sustain their 
current levels of impact, if not increase them over time. They rec- 
ognize that they have to attract talented people, empower them, 
and compensate them adequately; that they have to invest money 
to raise money; and that they must build sufficient organizational 
systems to remain effective. And they do all these things despite 
powerful countervailing forces. 

Although the challenges to building nonprofit capacity are real, 
they are not insurmountable. These groups have already proved 
themselves to the world, and they hold more power over their fu- 
tures than most people realize. “It becomes a self-fulfilling prophecy, 
whether you operate with fear or you operate from the place of, 
‘This is our plan, and we are going to execute against it,” says Kopp 
of Teach For America. “You really can control your own destiny.” 





CHAPTER NINE 








PUTTING IT INTO PRACTICE 


What makes great nonprofits great? 

That was the question that prompted us to undertake this am- 
bitious project four years ago. When we first started down this path, 
we weren’t sure what we would find, and we remained open to the 
unexpected. We were not disappointed. As some of our initial as- 
sumptions proved incorrect, we discovered a new way to under- 
stand how great nonprofits have great impact. 

Being an extraordinary nonprofit isn’t about building an or- 
ganization and scaling it up. It’s not about perfect management or 
outstanding marketing or having a large budget. Rather, it’s about 
finding ways to leverage other sectors to create extraordinary im- 
pact. Great nonprofits are catalysts; they transform the system 
around them to achieve greater good. 

In the previous chapters, we unveiled the six practices that 
high-impact organizations use to create larger systemic change. 
They work with government, business, individuals, and other non- 
profits to achieve more than they could alone. They constantly 
adapt to their environment to stay relevant. They share leadership 
and power within and beyond their organizations, empowering 
others to become forces for good. 

Sure, you might think; this all makes sense, in theory. 

In reality, if you’re like the vast majority of nonprofit leaders, 
you are consumed with the complexity of running your organiza- 
tion. You may be in a massive fundraising crunch, racing to meet 
your budget projections before the end of the fiscal year. You could 
be dealing with major personnel issues—contentious salary nego- 
tiations, vacant senior positions, or underperforming field staff. Si- 
multaneously, you’re probably worried about program evaluation 
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and how to best serve your true customers—those who benefit 
from your services. Meanwhile, you’ve got to keep your board con- 
tinuously focused on the most strategic, long-term priorities. It can 
be overwhelming just staying afloat, let alone having more impact. 

So stop. Before you phone that foundation officer and ask her 
to prerelease next year’s grant to close this year’s gap; before you 
post yet another job announcement; before you command an 
emergency meeting of your board; before you overhaul your sig- 
nature program; before you fix the Web site, just stop. Stop and 
think. 

What are you trying to achieve? What is the real change you 
want to see in the world—and how does what you’re doing today 
lead to more impact tomorrow? Are you focused on the most im- 
portant activities, or are you letting constant crises drive your 
agenda? We know—we’ve both been there. It’s all too easy to let 
the urgent become the enemy of the important, and the perfect 
the enemy of the good. 

Consider what you’ve read in this book. If you give it serious 
thought, we believe that you will start to see things differently, and 
approach your work in new ways. When you put this book down, 
the one thing we hope you’ll remember is that you can’t achieve 
greater social change by spending most of your time focused only 
on your own organization. Even the most efficiently managed non- 
profits, the groups that are “run like a business,” will fail to reach 
their full potential if they only shore up their internal capacity to 
deliver programs. You can’t neglect your organization, but neither 
should you let it eclipse your larger purpose: to have impact. 

Too often in this sector, we let the tail wag the dog. We’ve be- 
come so focused on process that at times we’ve forgotten to focus 
on results. We get caught up in measuring the wrong things, be- 
cause the things that really matter are often more difficult to mea- 
sure. We all know that nonprofits must focus much of their time, 
energy, and financial resources on sustaining themselves. But that 
alone isn’t enough. 

As we learned from these great nonprofits, to achieve greater 
social change you must also focus on those things that are exter- 
nal to your own organization. The answer to our question, What 
makes great nonprofits great? is this: greatness is about working with 
and through others, as counterintuitive as that might seem. It’s 
about leveraging every sector of society to become a force for good. 


PUTTING IT INTO Practice 209 


THE VIRTUOUS CYCLE 


Throughout the previous chapters, we’ve shown how high-impact 
organizations bridge boundaries, and work with others to achieve 
greater levels of change than they could accomplish alone. Initially, 
some of them started out using only one or two of the six practices 
we identified, adding more over time as their organizations grew in 
size and experience. And as we learned, the more practices they 
used, the more influence they had. Each element reinforced the oth- 
ers in a virtuous cycle, as the nonprofit gained credibility and power. 

At this point, an example might help bring this message into 
clearer focus. As we noted in Chapter One, the six practices can in- 
teract in a way that creates tremendous forward momentum for an 
organization. Self-Help is the perfect example of how this happens. 

From the outset, Self-Help’s mission has been to create wealth 
for minority and poor families.! For the first few years, founder 
Martin Eakes helped low-income clients start small businesses by 
providing loans and technical assistance. But Self-Help’s clients 
were often in precarious financial situations. As soon as a crisis hit, 
their companies fell apart. So Self-Help shifted its focus to helping 
them acquire an even more basic economic asset: a home. It has 
subsequently expanded into other programs, each one focused on 
the economic empowerment of America’s low-income and work- 
ing poor. 

We saw in previous chapters how Self-Help leverages each of 
society’s major sectors to achieve high impact. In Chapter Two, we 
illustrated how Self-Help’s relentless advocacy efforts helped pass 
legislation in more than twenty-two states to curtail predatory lend- 
ing, the abusive practice that effectively strips assets away from the 
poor. In Chapter Three, we described how Self-Help created the 
nation’s largest secondary mortgage market for low-income bor- 
rowers, partnering with companies like Wachovia and Fannie Mae 
to create more than $4 billion in home loans. As mainstream com- 
panies have taken up Self-Help’s social innovations, the group has 
pioneered models in other areas. 

Self-Help didn’t create a brand-new mortgage market and help 
pass legislation across the country by building its own organization. 
It did it by working through others and leveraging the power of 
both business and government. Self-Help could have remained fo- 
cused on growth through an expansion of its credit union services. 
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But Eakes recognized that his organization’s financial power and 
distribution muscle would always be minuscule compared to the 
might of the commercial lending industry, and his political power 
would always be less than the government’s. He knew Self-Help 
had to convince banks to adopt his innovation, and it had to per- 
suade the government to regulate predatory lending. 

To do this, SelfHelp had to build a network of nonprofit allies 
in North Carolina and in the twenty-two states where it has helped 
pass legislation through its work with other local community de- 
velopment financial institutions (CDFIs). Although the group 
doesn’t actively engage huge numbers of individuals as volunteers 
or donors, mainly because it doesn’t need the money, it has cre- 
ated a number of evangelists for its cause within the highest levels 
of corporate America and government. CEOs of national banks 
have gotten behind Eakes’s crusade. And leading political figures 
take his calls, even though most of the public has never heard of 
him or his organization. 

Self-Help is successful on these fronts because of several other 
important practices as well. For one, it has mastered the art of con- 
tinuous innovation and adaptation. Its mission—to create wealth 
for poor families—has stayed the same, but its tactics, its pro- 
grams, and even its strategy have changed. It started out making 
business loans, then morphed into making home loans for low-in- 
come borrowers, and over time ramped up national policy advo- 
cacy and added a host of other programs, including real estate 
development. 

As Self-Help has grown, Eakes has also distributed leadership 
throughout the organization and its three affiliated organizations: 
the Center for Responsible Lending, Self-Help Ventures Fund, and 
Self-Help Credit Union. Eakes recently appointed a COO and has 
a growing cadre of senior executives on whom he can rely. And like 
all great nonprofits, Self-Help has built a solid organizational foun- 
dation on which to sustain and expand its impact. It recruits and 
retains top personnel, despite offering lower than market salaries, 
and invests in systems and infrastructure to support its business 
model. And because it works in financial and real estate markets, 
Self-Help has found ways to generate enough earned income to 
cover its operating costs and to continue to expand its programs. 
Its back wheel of the bicycle—earned income—continues to power 
its front wheel: the mission. 
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Self-Help shows how all the practices can come together. Be- 
cause the group marshals vast networks of nonprofit allies in North 
Carolina and beyond, and works well in coalitions with other 
CDFIs, it has more power to influence government and public pol- 
icy. It has built a network for advocacy at the state and local levels 
as well, with new offices recently opened in Oakland, California, 
and Washington, D.C. 

Because Self-Help has proven that low-income people are credit- 
worthy and can generate a profit for banks, the organization has 
been able to influence companies like Wachovia, Citigroup, and 
other commercial lenders to adopt its innovative programs and 
reach historically underserved populations. And because Eakes has 
cultivated these powerful allies in corporate America, he can use 
their influence to help convince government to regulate the preda- 
tory lenders that operate at the fringes of the banking industry. 

Each element of Self-Help’s strategy helps reinforce the oth- 
ers. Working with high-level political leaders can create credibility 
with business, and vice versa. And having a network of extended 
relationships gives the nonprofit more leverage at the bargaining 
table. SelfHelp has built a significant base of power and uses it to 
influence other institutions. 

When we examined how these powerful practices interact with 
one another, we began to see how high-impact nonprofits operate 
within the larger, dynamic ecosystem of societal institutions. As Self- 
Help found, no single organization holds the key to unleashing bil- 
lions of dollars in credit to poor borrowers. Rather, it lies in the 
collective hands of America’s largest financial institutions, its state 
and federal policymakers, and its networks of nonprofits and in- 
dividual activists. Together they interact in a larger system, and a 
group like Self-Help can help connect and align these various 
forces to magnify the greater good. The solutions to society's most press- 
ing problems lie in the collective, not in any single institution. 


THE SIX PRACTICES IN ACTION 


Our findings have significant implications for how we understand, 
run, fund, and support nonprofits. If we now know this is what it 
takes to have more impact, then we need to understand how to cul- 
tivate these qualities in the social sector. How do we build the crit- 
ical capacities needed to help organizations think outside their 
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own four walls and become catalysts for change? How do we pro- 
vide incentives that reward these behaviors, rather than provide 
disincentives to those nonprofits that invest in their abilities to sus- 
tain impact? How does society channel its resources to the most effective 
agents of change—those groups with real impact? 

First, the social sector needs new ways of understanding and 
cultivating leadership if it is to succeed. If nonprofits are to maxi- 
mize their impact as these twelve groups have, top executives will 
need to bridge boundaries and understand how to influence with- 
out authority. They will need to see the larger system and their role 
in it—not just their own interests. (When we talk about nonprofit 
leadership, we mean not just the executive director but also the ex- 
ecutive team, the site or affiliate directors, and the board.) 

These leaders need to be influential enough to convince the 
CEOs of global corporations to change their ways, and to make the 
business case, as well as the moral case, for doing so. They also 
need to be capable of persuading a congressperson to pass legis- 
lation based on the larger collective interests they represent. They 
need to be savvy enough to create meaningful opportunities for in- 
dividual volunteers to engage with the organization. And they need 
to rally the support of their like-minded peers, organizing and 
working in coalitions and networks, while sharing credit and re- 
sources with others. 

Above all else, nonprofit leaders must learn how to share power 
and how to empower others—if they aren’t already doing so. They 
can’t rely on authority or formal position to persuade. Instead, they 
must use the power of purpose and solutions to convince others to 
follow their lead. They are neither CEOs who can command and 
control, nor are they elected officials who can move the levers of 
political power. They themselves must be forces for good. 

Our work has implications for other sectors of society as well, 
including donors, business executives, government leaders, and the 
general public. Leaders in these areas should look for opportunities to sup- 
port organizations that have the greatest impact. To identify them, we 
need new ways of measuring success. Indeed, because high-impact 
organizations are catalysts or intermediaries working to transform 
larger systems, it becomes much harder to assign credit for success. 
And the benchmarks for larger systemic change are often much 
harder to quantify. 
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How do you begin to change the way you approach or support 
social impact? The following sections outline what you can do to 
apply the practices presented in this book, whether you are a non- 
profit leader, a donor or funder, a corporate executive, an elected 
official or policymaker, a volunteer, or a concerned citizen. (Our 
Additional Resources section may help as well.) 


NONPROFIT LEADERS 


If you run one of the 1.5 million nonprofits in the United States 
today, you have a unique opportunity to increase your impact: 
adopting the practices outlined in this book can help you achieve 
even greater levels of social change. The following checklists can 
assist you in putting these practices to good use. However, they are 
only a starting point. Before you begin implementing anything, it 
makes sense to first do your research, tap the wisdom of experts, 
and develop a plan. 


Practice 1: Advocate and Serve 


Policy advocacy alone is a powerful force for good, because it lever- 
ages the enormous resources of government. When you combine 
advocacy with programs on the ground, you gain even more traction 
against the problems you are trying to solve. The two together are 
more powerful than either is alone. But most nonprofits fall into the 
trap of “either-or”: they either provide direct services or conduct re- 
search and pursue policy advocacy. High-impact nonprofits realize 
that this is a false dichotomy, and they refuse to choose. 

If you are an advocacy organization, think about ways you might 
add grassroots programs or services to increase your impact, as The 
Heritage Foundation and the Center on Budget and Policy Priorities 
did. And if you’re a direct-service provider, look for ways to engage 
in policy reform—whether at the local, state, or federal level—as all 
the organizations in our study did. The checklist in Exhibit 9.1 out- 
lines some tips to keep in mind as you develop advocacy efforts. 


Practice 2: Make Markets Work 

High-impact nonprofits don’t see business as the enemy; they see it 
as a potential force for good. They don’t avoid markets; they har- 
ness market forces. They do this in three ways: they change business 
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EXHIBIT 9.1. ADVOCATE AND SERVE. 





What to Do 





L Start at the top. 


O Know the law. 








L Develop a plan. 





L Hire policy experts. 





O Find flexible funding. 





Q Practice bipartisanship. 





L Preserve your integrity. 





O Leverage your network 


and individual supporters. 


How to Start 


The top leadership in your organi- 
zation, including the board, must 
initiate and support efforts to move 
into advocacy. 


Consult with lawyers and lobbying 
experts to make sure you fully un- 
derstand advocacy regulations and 
implications. 


Talk to other nonprofits who have 
done this; do your research (see 
Additional Resources). 


Insiders with access and know-how 
can accelerate your advocacy efforts 
enormously. 


Some funders shy away from politics, 
so find alternative sources of support 
for your advocacy efforts. 


Most nonprofit issues appeal to the 
broad middle, not political extremes; 
work with politicians on both sides 
of the aisle. 


Never sacrifice your core principles 
or fudge the data to make your case; 
once you lose credibility, you lose 
influence. 


Working in alliances and cultivating 
communities of individual supporters 
can lend much power to advocacy. 
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practices, either by decreasing businesses’ negative impacts or in- 
creasing their positive effects; they partner with business to lever- 
age corporate power and resources, through cause-marketing or 
traditional sponsorships and philanthropic grants; some even run 
their own businesses to generate earned income. Depending on 
which path an organization decides to pursue, the checklist in Ex- 
hibit 9.2 can provide some initial guidance. 


Practice 3: Inspire Evangelists 


Great organizations find ways to turn volunteers and donors into 
evangelists for their cause. They express their core values, create 
meaningful experiences to engage outsiders, cultivate evangelists, 


EXHIBIT 9.2. MAKE MARKETS WORK. 





What to Do How to Start 














To change the world, Recognize that the private sector holds 
change business. tremendous power that can be harnessed 
for the greater good. 











Decide which path(s) Depending on your issue and your busi- 

to take. ness model, one or more of the three paths 
described in Chapter Three may make 
more sense. 














Do your homework. There are many resources on partnering 
with business or starting a business that can 
be of help (see Additional Resources). 














Hire people with To work with business effectively, include 
business backgrounds. people on your staff who understand the 
corporate world. 














Find the right partner. Ifyou decide to partner with business, 
make sure you do your due diligence and 
find a good fit. 














Understand and Each path you may take will entail risks 
manage your risks. that you can anticipate and mitigate. 
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and sustain and connect their expanding communities of sup- 
porters. The ideas in Exhibit 9.3 can help you put these strategies 
into practice. 


Practice 4: Nurture Nonprofit Networks 

In addition to engaging individuals in larger communities of sup- 
porters, you also need to work with other nonprofits to have more 
power and impact. Either develop your own network of affiliates 
or build coalitions and alliances. Don’t view other groups as com- 
petitors for scarce resources, but as allies working for the same 
cause. Invest time, energy, and resources into building the capac- 
ity of others to become forces for good. In the end, yov’ll all win. 
Try some of the ideas in Exhibit 9.4. 


EXHIBIT 9.3. INSPIRE EVANGELISTS. 





What to Do How to Start 





Oo 

















Be strategic about 
engagement. 


Be deliberate about how you cultivate 
communities of supporters; invest time, 
energy, and resources in it. 


L Start with core Express your core values to attract others 
values. who are interested in your cause; make your 

story inspiring and engaging. 

CL] Create meaningful Even if you don’t have obvious opportunities 
and emotional to do so, think of ways to concretely engage 
experiences. outsiders. 

O Inspire and cultivate Convert outsiders to insiders, and cultivate 
evangelists. super-evangelists who can help you increase 

your influence. 

Q Nurture and connect Treat your larger community of supporters 
the community. as an end in itself, not just a means to an end. 

L Mobilize the As your community expands, you can lever- 


community for 
change. 


age it to effect broader social change. 
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EXHIBIT 9.4. NURTURE NONPROFIT NETWORKS. 

















What to Do How to Start 
Collaborate, Start with a mind-set that puts impact above 
don’t compete. self-interest; high-impact nonprofits don’t see 


peers as competition. 




















Develop a Whether or not you have formal affiliates, you 

network strategy. can find ways to build networks, movements, 
and the larger field. 

Grow the pie. Look for ways to increase resources for the 


field; share resources within your network. 








Share knowledge. Use your expertise to help strengthen other 
nonprofits’ ability to advance the cause. 





Develop leadership. Cultivate leaders not only for your own orga- 
nization but also for your network of allies. 








Work in coalitions. Lead and work in coalitions; learn how to 
share power and credit with other groups. 














Know when to Know when collective action is the answer, and 
go your own way. when you need to disrupt a particular field. 








Practice 5: Master the Art of Adaptation 


To work effectively outside your organization, you must be re- 
sponsive to your environment and able to adapt. This requires 
building the capacity to be continuously innovative: listen to ex- 
ternal cues, experiment with responses, evaluate the new programs 
and modify as necessary, and continue to repeat the cycle. Groups 
that become mired in bureaucracy and that resist change—or that 
generate a host of new ideas but have no structure to their cre- 
ativity—are doomed to be less effective. High-impact nonprofits 
find the balance through the strategies outlined in Exhibit 9.5. 


Practice 6: Share Leadership 


If you are the CEO of a nonprofit with a growing staff, you can 
begin to increase your impact by delegating real responsibility to 
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EXHIBIT 9.5. MASTER ADAPTATION. 





What to Do How to Start 





O Balance creativity Find the balance so that you become neither 
and structure. trapped by bureaucracy nor overwhelmed by 
too many new ideas. 





Q Listen to your Pay attention to external cues from your 
environment. clients and stakeholders; use your network 
or programs to “listen.” 


L Experiment and Try new ways of doing things: innovate around 
innovate. promising practices, programs, or processes. 


Q Evaluate and learn. Test how the innovation is doing; evaluate re- 
sults and learn; decide what needs to change. 





LI Modify programs. Modify your programs or processes as a result 
of what you’ve learned; share this knowledge 
within your network. 


L Repeat the cycle. Continue to listen, innovate, learn, and modify 
as necessary. 





L Focus on results, Stay focused on closing the gap between your 
not tactics. performance or tactics and what you are trying 
to achieve. 





your senior management team, second-in-command, board, and 
local site leaders. There will come a point when you cannot make 
all the decisions for the organization—at that point, you can let go 
of power and empower others around you. Exhibit 9.6 is a checklist 
of some preliminary steps that can help you begin this journey. 


Sustaining Impact 


Finally, we urge you to focus your nonprofit on the basic elements 
that support these six practices and help you sustain impact. Al- 
though you can’t let the organization become your entire focus, 
neither can you completely neglect it. You must constantly work to 
bridge the gap between your external orientation and goals and 
your organization’s capacity to deliver results. You need great peo- 
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EXHIBIT 9.6. SHARE LEADERSHIP. 





What to Do How to Start 














Learn to let go. It’s up to you to share your power; distributing 
leadership unleashes more potential for the 
entire organization. 


























Appoint a second- Focus on external leadership tasks and hire 
in-command. a strong COO to handle internal operations. 
Build your Hire and keep top talent; share power and 
executive team. authority with your top team. 

Nurture leaders Cultivate leadership in your network; top 

in your network. leaders can advance from within or join your 


allies in the field. 





O Develop a strong Effective nonprofit CEOs have a positive 
and engaged board. balance of power with their boards, and 
engage them in what matters most. 





Q Embrace shared Model a new form of distributed leadership 
leadership. that is less hierarchical or dependent on 
formal positional authority. 





ple, sustainable funding, and basic systems and infrastructure. The 
checklist in Exhibit 9.7 can serve as an initial guide. 


FOUNDATION LEADERS, PHILANTHROPISTS, AND DONORS 


If you are a philanthropist, we believe that our findings have im- 
plications for the way you fund and support nonprofits. Whatever 
kind of donor you are—whether you are an occasional check 
writer or a professional philanthropist—you can use the six prac- 
tices to evaluate which organizations to fund and how to support 
them in the best ways possible. 

We believe that financial resources in this sector should be 
channeled to the highest-impact organizations or to those that 
have the potential to get there. If the first wave of philanthropy in 
the United States was “basic charity” (give a man a fish), and the 
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EXHIBIT 9.7. INVEST TO SUSTAIN IMPACT. 





What to Do How to Start 





O Find the right Decide on what your organization needs to 
balance for your sustain its impact, and invest heavily. 
organization. 





O Focus on what, Hire based on cultural fit and mission and then 
then who. give people the latitude and development they 
need to succeed. 


L Pay to play. Pay top talent relatively well, ideally at or near 
the top of your field. 





L Find sources of Find the right mix of funding and manage your 
ongoing funding risks. 
to diversify risk. 





L Fuse fundraising Integrate your fundraising strategy with your 

with your theory overall vision for change; government, business, 

of change. and the public are potential sources of funding 
as well as a means of leveraging social impact. 





O Resist pressure Don’t let funders or the media dictate how you 
to look lean. choose to spend money on things like overhead. 





second wave was “enlightened charity” (teach a man to fish), then 
we believe the next phase can be “systemic social change” (revo- 
lutionize the entire fishing industry, to paraphrase Bill Drayton) .? 
Funders have a real opportunity to leverage their investments. 

Whatever your level of giving, consider which groups are most 
deserving of your hard-earned resources. The stock market is a 
good analogy. Investors don’t put their money into just any com- 
pany; they look for the businesses that will provide the highest re- 
turn on their investment. Donors, too, can look for organizations 
that can give the highest potential return in terms of results. 

As a Starting point, foundations can consider investing in or- 
ganizations that work with and through others to generate greater 
impact. Rather than withdrawing their funding as soon as govern- 
ment, corporations, or individual donors step in—as some do— 
foundations can see these as signs of greater leverage for their 
valuable grants. They should “double down” on the best organiza- 
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tions. Of course, this means learning how to recognize the value 
of leverage, which is much harder to quantify than things like “cost 
per volunteer.” 

City Year offers one example. The organization’s budget was 
$42 million in 2005. If you judged City Year’s impact only accord- 
ing to the corps members it employs in its sixteen sites each year, 
you might conclude that its program costs seem high. But using 
cost per volunteer is the wrong metric to evaluate success, because 
it doesn’t take into consideration other ways in which City Year has 
impact. 

If you believe, as we do, that the federal AmeriCorps program 
wouldn’t be where it is today without City Year’s relentless advo- 
cacy, you must also factor in the hundreds of millions of federal 
dollars leveraged for other community organizations, and the hun- 
dreds of thousands of AmeriCorps volunteers who have given back 
to their country. And City Year has worked with, and transformed, 
hundreds of corporate sponsors, helping them connect to their 
communities. It has helped build not only the national service field 
but also the social entrepreneurship field. City Year develops so 
much more than its individual corps members—it has helped 
change the system around it. 

Of course, it is harder to quantify the impact City Year has had 
through its advocacy efforts or its work with business. And informa- 
tion like this is not always published on an organization’s Web site, 
let alone on ratings Web sites—you have to ask for it. We need new 
ways of measuring success in the social sector—and we need new sys- 
tems and intermediaries to tackle this challenge. 

In the meantime, if you want to evaluate whether an organiza- 
tion is capable of providing the highest return on your philan- 
thropic dollars, you could use the six practices outlined in this 
book to screen for nonprofits that are having substantial impact. 
And you could start by investing in the twelve organizations pro- 
filed here. But they’re just a handful of the many nonprofits that 
are achieving great impact and that deserve support. 


BUSINESS, GOVERNMENT, AND CITIZEN LEADERS 


Corporate leaders who want to become more socially and envi- 
ronmentally responsible can look for nonprofit partners that are 
uniquely positioned to help them achieve their goals. Of course, 
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there will always be extreme activists protesting the evils of capi- 
talism, but there are also pragmatic groups like America’s Second 
Harvest, Environmental Defense, or Share Our Strength that want 
to work with companies. They can help your company change its 
practices, in ways that allow you to do well while also doing good. 
The six practices can help you evaluate whether or not an organi- 
zation is geared to leverage the resources you can provide. 

Government leaders can also use these practices to select non- 
profit partners. As government continues to outsource many pro- 
grams, it should also consider nonprofits an excellent source of 
policy innovation and proven solutions. As we showed in Chapter 
Two, high-impact organizations combine programs on the ground 
with policy research and advocacy, and are able to test and imple- 
ment ideas. This approach can help ensure that a policy solution 
actually works. 

If you are a private citizen, whether you volunteer regularly, 
serve on a nonprofit board, or simply write a check to your favorite 
groups, you too can apply our findings. You can begin by using 
these six practices, and our framework, to evaluate whether the or- 
ganization you are working with has high impact. In addition, you 
might want to assess the nonprofit according to the ideas we pre- 
sented in Chapter Four. We found that high-impact organizations 
are particularly adept at creating meaningful experiences for their 
supporters. These nonprofits build and nurture larger communi- 
ties and empower people like you to become active participants in 
social change. 


BECOMING A FORCE FOR GOOD 


The nature of philanthropy today is changing, as donors seek more 
evidence of impact from their donations. Businesses are changing 
too, as corporations become more socially and environmentally re- 
sponsible—and are increasingly under pressure from major in- 
vestors to do so. Government policy is also being transformed, as 
more decisions are made at the state and local levels and as legis- 
latures outsource more programs to nonprofits. All these forces 
are converging to create a unique opportunity for social change. 
So it’s not surprising that high-impact nonprofits are changing 
as well. Rather than just providing services or basic charity, they are 
doing much more. In the process, they are redefining what it 
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means to be an effective nonprofit. The leaders of today’s civil sec- 
tor offer promising practices for others to emulate. Indeed, there 
is a notable difference between high-impact nonprofits and those 
that are not living up to their full potential. Exhibit 9.8 summarizes 
what we see as the new and old paradigms. 


EXHIBIT 9.8. THE NEw NONPROFIT PARADIGM. 


High-Impact Nonprofits Do This 


... Not This 








Work externally with all 
sectors of society 








Use leverage to change 
entire systems 








Do whatever it takes—short of 
compromising their core values 








Advocate for policy change 
and run programs 








Harness market forces 
and work with business 














Engage outsiders in meaningful 
experiences; build long-term 
relationships 








Nurture networks of nonprofits, 
build the field 














Constantly adapt and balance 
creativity with structure 

















Empower others to lead and 
take action 











Invest in the basics: people, 
fundraising, and systems 

















Focus on impact and measure 
progress against results or 
larger systemic change 


Focus exclusively on their own 
organization 


Use only organizational growth to 
scale impact 
Would rather “be right” than 


66, ” 


Only provide direct services, 
avoid politics 


Avoid working with business 
or capitalism 


Treat volunteers as free labor 
or donors as check writers; focus 
on transactions 


See fellow nonprofits as 
competitors 


Become mired in bureaucracy, 
or get overwhelmed with too 
many ideas 


Maintain a command-and-control 
hierarchy and allow the CEO to 
be the hero 


Neglect building basic infra- 
structure through insufficient 
spending on overhead 


Focus on process; measure inputs, 
not outputs 
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Nonprofits operate at the intersection of society’s major sec- 
tors. The best of these organizations take advantage of their unique 
role and their unprecedented opportunity to create greater im- 
pact. To win at the social change game, it’s not about being the 
biggest or the fastest or even the best-managed nonprofit. The 
most powerful, influential, and strategic organizations transform 
others to become forces for good. 
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RESEARCH METHODOLOGY 


We decided to write this book because we wanted to know how 
great nonprofits have achieved high levels of impact—how they 
scaled their social impact—in a relatively short period of time. We 
hoped to uncover useful lessons to share with organizations that 
aspired to similar results. In our research, we followed an induc- 
tive case-based methodology, also known in academia as “grounded 
theory.”! This appendix includes more extensive detail about our 
methodology, building on the overview in Chapter One. 

Our research followed four phases. In the first phase, we defined 
“high impact” in the context of the social sector, and established 
basic boundaries for our work. In the second phase, we devised a 
multistage process to select a diverse sample of nonprofit organiza- 
tions that met our criteria and that would be useful in generating 
new insights. We conducted case-study research on the selected or- 
ganizations in the third phase, then developed case summaries. In 
the fourth phase, we analyzed multiple sources of data and identi- 
fied cross-case patterns that we believed could help explain these 
nonprofits’ impact. We tested emerging patterns and hypotheses 
with advisers and practitioners, and went back to the data and or- 
ganizations in an iterative approach. Finally, from these analyses, 
we constructed the general theory that is presented in this book. 


PHASE 1: DEFINING “HIGH IMPACT,” 
ESTABLISHING RESEARCH PARAMETERS 


Our first major challenge was to define success in a sector that has 
no universal means of measuring it. As we noted in Chapter One, 
unlike the for-profit sector, where total returns to shareholders and 
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other financial metrics are commonly used to judge business per- 
formance, the nonprofit sector has no accepted universal measure 
of success. Rather, outcomes vary according to the organization’s 
mission, model, and issue area. They are inherently more difficult 
to quantify. 

The quantitative data available about nonprofits focus mostly 
on budget information, filed on 990 returns to the IRS. When we 
first began this research, we initially examined revenue growth 
rates for a variety of nonprofits, looking for patterns in the data, 
and thinking we might use that as one selection criterion. Research 
advisers Bill Meehan and Brian Trelstad of McKinsey & Company 
helped develop and guide this initial analysis. However, we deter- 
mined that relying on financial information was a misleading way 
of assessing organizational impact. Budget data are useful for gaug- 
ing things like revenue growth, spending on administration versus 
programs, and overall financial health. However, budgets are not use- 
ful for measuring impact or effectiveness. Unlike in the business sector, 
money in nonprofits is only an input, not an output or a measure 
of value created. Other researchers have discussed this challenge 
of measurement and metrics in great detail.” 

We knew that in order to create a workable definition of suc- 
cess, we would need to somehow gauge an organization’s impact. 
Because we could not use any of the currently available numerical 
measures of performance, we had to devise our own method. We 
also needed to set parameters that would make our research mean- 
ingful and useful to practitioners, so we created the following de- 
finitions and boundaries during the first phase of our research. We 
used these to screen and select organizations for further study. 


e Scale of impact. Because we were interested in the question of 
scaling social impact, we limited our focus to organizations 
that had achieved impact at the national or international level 
(or both). This immediately excluded countless nonprofits 
achieving significant impact at the local level. 

e Geographical location. We limited our study to organizations 
that were founded in the United States, because comparing 
groups across different social, political, and economic con- 
texts would introduce apples-to-oranges comparisons. And 
from a practical perspective, we didn’t have the resources to 
conduct global research. (However, a number of the U.S.- 
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based nonprofits we studied have expanded their operations 
abroad.) 

e Time frame. We wanted to examine organizations that had 
scaled their social impact in a relatively short period of time and 
that had sustained that impact for at least ten years. We focused on 
organizations founded after 1965 but before 1994. We believed 
that it would be most useful to study nonprofits that had suc- 
ceeded under similar social, political, and economic conditions. 

e Type of nonprofit. We also limited our study to public-serving 
charitable organizations with 501(c)(3) status. As our research 
progressed, we also decided to eliminate religious organiza- 
tions, as well as member-serving organizations such as fraterni- 
ties and other social clubs. Last, we selected only groups that 
must raise the majority of their funding year-to-year. This meant 
eliminating grantmaking foundations, and organizations that 
were sustained by the wealth of a single funding source. These 
organizations do not face the same capital constraints as most 
nonprofits. 

e Conflict of interest. Because coauthor Leslie Crutchfield was 
employed part-time by Ashoka during this research, we elimi- 
nated it from consideration. 


With these broad parameters in mind, we created a two-pronged 
definition of impact. The first part involved a measure of concrete 
outputs, such as the number of people served, products produced, 
or direct influence on policy. We asked, Did the organization achieve 
substantial and sustained results at the national or international level? We 
looked at a variety of data to confirm these results. The second part 
of our definition was more abstract and qualitative. We wanted to 
study organizations that had achieved the most significant impact 
on a system or provided a model that other groups had adopted. 
Next we confronted an even bigger challenge: selecting a sample 
of organizations that met our definition of success. 


PHASE 2: SELECTING A SAMPLE 
OF HIGH-IMPACT NONPROFITS 
We followed a number of detailed steps in this phase to select a 


representational sample of nonprofits that also met our research 
criteria. 
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NATIONAL NONPROFIT CEO PEER SURVEY 


Because there is no universal measure of nonprofit impact, we had 
to devise an alternative way to generate a list of successful organi- 
zations. We decided to ask nonprofit leaders themselves in a na- 
tional survey, inspired by the methodology Jim Collins and Jerry 
Porras employed to select the companies profiled in Built to Last.® 
They conducted a peer survey of seven hundred corporate CEOs 
to nominate the most “visionary” companies and then used the re- 
sulting data and further research to select the eighteen corpora- 
tions they studied. Similarly, we conducted a national survey of 
nonprofit CEOs, asking them to nominate organizations that had 
created “the most significant impact” in their fields. The survey was 
administered by the Center for the Advancement of Social Entre- 
preneurship (CASE) at Duke University, with the help of the Aspen 
Institute Nonprofit Sector and Philanthropy Program. This part of 
the process involved several smaller steps. 


Compiled a List of Nonprofit CEOs 


We created a list of 2,790 nonprofit CEOs who led a diverse group 
of organizations that were broadly representative of the social sec- 
tor as a whole. We compiled the list according to organization size 
(budget) and tracked the organizations by NTEE code (a system 
developed by the National Center for Charitable Statistics to iden- 
tify nonprofits by issue area) and geography (with representation 
from all fifty states, as well as Puerto Rico and the District of Co- 
lumbia). We used the following lists: 


Large nonprofits. The Chronicle of Philanthropy allowed us to 
e-mail its 2003 list of the four hundred largest nonprofits 
ranked by budget size (greater than $50 million). 


Medium-size nonprofits. We purchased a randomly generated, di- 
verse sample of two thousand medium-size organizations ($1 
million to $50 million budgets) from GuideStar’s database of 
850,000 American nonprofits. 


Small and startup nonprofits. We compiled a list of about four 
hundred CEOs of early-stage nonprofits from various sources, 
including Ashoka, Echoing Green, Draper Richards Founda- 
tion, New Profit Inc., Roberts Enterprise Development Fund, 
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Schwab Foundation, Skoll Foundation, Venture Philanthropy 
Partners, and Fast Company “Social Capitalist” award nominees. 


Designed and Sent a Survey 


In June 2004, we sent these selected CEOs a survey that contained 
a single question, which was simply worded to increase our re- 
sponse rate. We asked respondents to list “up to five (5) U.S.-based 
nonprofit organizations that have achieved the most significant im- 
pact at the national, international, and/or regional level during 
the last 30 years, and why.” We instructed respondents to “focus 
your responses on organizations within your field(s) of expertise” 
and “to refrain from nominating your own organization.” 


Tallied Responses 


Of the 2,790 chief executives we e-mailed, 398 e-mails were unde- 
liverable for various reasons. Of the remaining 2,392 successfully 
delivered e-mails, we received 512 responses, or a response rate of 
21.4 percent. This response rate surpassed baseline criteria re- 
quired for statistical validity. Responses were also reasonably well 
distributed by NTEE code and mirrored the general geographical 
distribution we surveyed. 

We then cleaned the data, combining counts for organizations 
that respondents referred to using different names or acronyms 
(for instance, National Council of La Raza was sometimes referred 
to as “NCLR” or “La Raza”). We also removed responses in which 
CEOs voted for their own nonprofit, or in which a subsidiary or- 
ganization voted for its national affiliate. Finally, we combined 
some NTEE codes and categorized organizations into nine general 
fields for further analysis: arts and culture; advocacy and civil 
rights; education; environment; health; housing and economic de- 
velopment; hunger; international relief and development (U.S.- 
based); and youth development. 


Conducted Additional Research to Fill Gaps 


Our survey results in the arts category were underrepresented, both 
in terms of respondents and responses. So we developed a follow- 
up e-mail survey, which was sent to three hundred additional CEOs 
of arts organizations, using the same survey method detailed previ- 
ously. The list of additional arts respondents was evenly distributed 
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between theaters, opera companies, museums, symphonies, dance 
companies, and other performing arts organizations, and followed 
similar guidelines for diversity as those mentioned previously. 


Analyzed Results and Narrowed Organizations 


Once we received and tallied the results of our survey, we pared 
down the list of nominations according to the basic parameters set 
out earlier, eliminating those that didn’t meet our test for scale of 
impact (national or international), time frame (founded between 
1965 and 1994), geography (U.S.-based), or type of nonprofit 
(eliminating foundations, membership groups, and so on). 


Addressed Questions About the Validity of Survey Data 
After analyzing the survey results, narrowing the list of organiza- 
tions to those that met our criteria, and vetting the results with ad- 
visers, we were concerned that the survey data were not robust 
enough to select a sample of nonprofits for further study. We were 
worried that the survey may have resulted in nominations of 
groups with the highest levels of brand awareness, not necessarily 
those with the highest levels of impact. So we devised an additional 
step for selecting our final sample. 


FIELD-EXPERT INTERVIEWS AND VALIDATION 


To help us generate further data for consideration when selecting 
our final group of high-impact nonprofits, we consulted with ex- 
perts in various fields of the social sector. We followed the Delphi 
methodology, a process for structuring communication among ex- 
perts, often used when there is a large amount of qualitative in- 
formation that needs to be narrowed or synthesized.° Following is 
a brief outline of the process we followed. 


Selected Fields or Issue Areas 


We solicited detailed commentary from six to ten thoughtleaders in 
each of the nine major fields we had already identified. 


Selected Field Experts 

In selecting our panels of field experts, we aimed to identify indi- 
viduals who possessed a perspective across the field (funders, jour- 
nalists, academics, thought-leaders, and intermediaries); who had 
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deep knowledge in a particular issue area; and who were relatively 
diverse in terms of political orientation, geographical location, race 
and ethnicity, and other factors. Further, we tried to control for 
any conflict of interest with organizations under consideration. For 
a list of our field experts, see Appendix B. 


Conducted First-Round Interviews 

First, we conducted one-on-one calls with each expert following a 
predetermined script, which allowed us to solicit a priori responses 
to our question of which nonprofits in his or her field had signifi- 
cant impact. We then asked the experts to respond to results from 
the peer survey, provide additional supporting information for cer- 
tain nominations, or argue why an organization with many votes 
had not actually achieved significant impact. We synthesized all the 
information from the first round of phone calls, made it anony- 
mous, and redistributed it to the field experts (within fields) for 
further consideration. 


Conducted Second-Round Group Interviews 

On a group conference call for each field panel (or individually 
for those who couldn’t join), we asked the experts to help us nar- 
row the list to a few finalists within each issue area. This allowed 
them to respond to data generated in the first-round calls and to 
have an informed discussion and debate. 


Results 

Our discussions with these experts helped us winnow the list of 
nonprofits under final consideration, and it deepened our under- 
standing of how to evaluate an organization’s impact in a given 
field. The experts also surfaced additional high-impact nonprofits 
that did not emerge from the survey, and helped us eliminate 
groups that surfaced because of brand awareness but lacked sub- 
stantial, sustained impact. 


SELECTING THE FINAL SAMPLE 
OF TWELVE ORGANIZATIONS 


By this point, we had narrowed our list of possible nonprofits for 
consideration to about thirty-five semifinalists. These groups were 
recognized as having achieved significant impact at the national 
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or international level by their peers or by experts in their respec- 
tive fields, and they met our other research criteria. We then com- 
piled additional data from public sources on each organization 
(such as budget size, issue area, geographical location, age, busi- 
ness model, and substantiated results available from public 
sources). Next, we worked with our partners at CASE and the 
Aspen Institute to select a smaller sample of organizations for fur- 
ther case study. 

We ultimately picked the twelve organizations profiled in this 
book on the basis of a variety of considerations. We wanted a sam- 
ple that included groups from a range of geographical locations 
within the United States, represented a variety of issues or causes, 
and had diverse business models and leadership. We wanted the 
patterns of success that emerged from our research to be applica- 
ble to a wide variety of nonprofits. We used these guidelines to se- 
lect a reasonably diverse group to study: 


© Type of activities and model. We selected organizations with dif- 
ferent models providing a range of programs, including direct 
service, advocacy, organizing, and policy research. 

e Size of budget. We deliberately did not select organizations 
based on the size of their budgets, but rather based on their 
impact. However, we also made sure the sample was represen- 
tative in terms of the size of organizations included. 

e Issue area. To ensure representation of an array of causes, we 
aimed to include no more than two nonprofits from any field 
out of the nine we had identified. After careful consideration, 
we decided to exclude the U.S.-based international relief and 
development category, just as we had initially excluded organi- 
zations founded abroad. Because our peer survey did not in- 
clude international respondents, we determined that it was 
biased toward the United States, and we didn’t have the re- 
sources to conduct further research on a global scale. 

e Geographical distribution. Although most finalist organizations 
tended to be based in large East Coast cities, the final sample 
included a reasonably diverse geographical representation. 

e Leadership. We kept an eye to the balance of the organizations’ 
leadership in terms of gender, race, and ethnicity, but we didn’t 
let this factor drive our decision making or let it outweigh 
other important criteria. 
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© Representative sample. All things being equal, in some cases we 
chose one organization over another because we believed that 
it would provide a more interesting case study or because it 
would make for a more robust, representative sample. 


A note on exclusions: Because of the way in which we defined the 
parameters for our research, particularly the time period, we no- 
ticed that certain groups were left out of consideration. For exam- 
ple, many of the highly ranked African American-led organizations 
or civil rights groups, such as the NAACP Legal Defense Fund, were 
excluded from consideration because they were founded before 
1965. At the same time, a number of younger organizations that are 
Internet based were left out, because most of these were founded 
after 1995 (MoveOn, VolunteerMatch, and others). 


RESOLVING THE DILEMMA OF COMPARABILITY 


As we analyzed our peer survey data and vetted nominations with 
field experts, we also considered creating a set of less successful, 
or “B-case,” organizations with which to compare our top-ranked 
“A-case” groups. This so-called matched-pair methodology was em- 
ployed by the authors of Built to Last and Good to Great. A match 
was made if two companies operated in the same industries, had 
similar missions, and were of similar ages. The key metric used to 
differentiate them was exceptional cumulative stock returns over 
a sustained period of time.” 

However, we encountered multiple obstacles in applying a 
matched-pair methodology to the social sector, despite a concerted 
effort. First, we found few instances in which a pair of organiza- 
tions constituted a match—doing similar things at the national 
level, founded around the same time, and operating in the same 
issue area. In the rare instances when we did find a reasonable 
match, there was insufficient evidence to indicate that one was 
“good” and the other “great,” because of the lack of universal mea- 
sures to gauge relative performance across a variety of business 
models or issue areas. 

And because there is a lack of high-quality public information 
available in the nonprofit sector, unlike in the for-profit sector, 
we knew we would have to rely on the participation of all the or- 
ganizations in our research. Our concern was that any nonprofit 
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selected as a B case in our study would have a disincentive to share 
information: it would worry about being seen as “less great” by fun- 
ders and other important stakeholders. Without equal informa- 
tion, we couldn’t adequately compare the two groups. Therefore, 
we did not pursue the matched-pair approach in our research. 


PHASE 3: CASE STUDY 
RESEARCH AND ANALYSIS 


In the next phase of our research, we conducted extensive case study 
research on the twelve organizations over a year and a half. We fol- 
lowed a more detailed process within this phase to gather data about 
each nonprofit before comparing it to its peers within the larger 
sample. All interviews with organizational leaders, as well as all fun- 
damental analyses, were conducted by one or both coauthors. The 
bulk of the background research, some analyses, and administra- 
tive tasks were completed by graduate student teams of MBAs and 
PhDs who received ongoing supervision from the coauthors.® 


COMPILED INFORMATION FOR A CASE HISTORY 


We first conducted background research on each of the twelve or- 
ganizations, referring to publicly available material, such as books, 
Web sites, annual reports, published case studies, GuideStar in- 
formation, media coverage, and other secondary sources. From 
this, we created an internal case history of about fifteen to thirty 
pages in length, with high-level overviews of the organization’s his- 
tory, programs, leadership, and financial progress to date. This 
grounded us in the facts of each case before we visited to conduct 
interviews, and saved us from asking obvious questions. 


CONDUCTED SITE VISITS AND FORMAL INTERVIEWS 


We then visited each of the twelve organizations, interviewing on 
average ten senior leaders, board members, and staff members per 
organization. In addition, we observed the organization and at- 
tended special events, or visited local program sites when possible. 
We used a broad questionnaire to guide our interview process, 
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touching on such subjects as strategy, organization, development 
and fundraising, leadership, governance, program administration, 
and marketing; we also asked open-ended questions. For a detailed 
list of interview guidelines and questions, see Appendix C. 


COLLECTED ADDITIONAL INTERNAL DATA 


Following our site visits, we asked each organization to send us in- 
ternal data and information, including annual reports dating back 
to the founding year (or budget information); organizational 
charts; salary and compensation information; evaluation reports; 
and any other internal data that were relevant to our research. We 
analyzed the data, looked for interesting patterns, and compared 
them to available benchmarking data for nonprofits. 


e Financial data. We analyzed budget growth from the founding 
to present, and calculated a compound annual growth rate 
(CAGR) for each organization. We also looked for high-level 
patterns around sources or uses of funding, or evidence of a fi- 
nancial crisis within an organization. For basic metrics and ra- 
tios, we relied on publicly available information from 
GuideStar and Charity Navigator. 

e Organizational data. We examined organizational charts and 
analyzed such things as compensation data, turnover, and 
tenure, comparing the information to national benchmarks 
for nonprofits. We also looked at the organization’s structure, 
and any linkages between structure and funding patterns, 
issue areas, or strategies. 


CREATED CASE SUMMARIES 


After we had visited each organization, we wrote up detailed case 
summaries in which we synthesized interviews, field notes, and 
other data, grouping them according to overarching themes. We 
tried to analyze all the data for an organization within each case, 
before beginning to look for overarching patterns across the cases. 
At the end of this process, once we had written a first draft of the 
book, we fact-checked all data, information, and quotations with 
each organization. 
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PHASE 4: FINAL ANALYSIS AND SYNTHESIS 
OF RESEARCH FINDINGS 


After compiling our notes by case, we then stepped back and looked 
at all the data as a whole, coding them by subjects and themes and 
analyzing them across all the cases to look for patterns across the 
sample. As patterns emerged, we engaged in an iterative process, 
testing themes against the data, referring back to our conversations 
with field experts, and drawing on our knowledge of nonprofit 
management practices and literature. We also used internal data 
either to substantiate or to refute the qualitative data from inter- 
views, and we performed several additional analyses on this inter- 
nal data as well. 

We developed a “significance” test for the unifying patterns 
that revealed themselves during this phase of research. The level 
at which these practices applied within the organizations varied, 
but a significant majority (ten out of twelve) had to embody the 
practice at a basic level for it to constitute a “pattern.” Further, we 
made note of where patterns did not hold up, or where some ini- 
tial hypotheses fell by the wayside. 

As the patterns emerged and became clearer, we field tested 
our hypotheses through several working sessions with practition- 
ers and thought-leaders. We wanted to confirm that the patterns 
we saw indeed differentiated these nonprofits from merely average 
organizations, and in some way helped explain how they had achieved 
such substantial and sustained impact. We also looked for new insights 
and deliberately sought to avoid making statements of the obvious. 
Where our findings either confirmed or repudiated existing re- 
search or conventional wisdom, we made note. This iterative 
process helped refine our thinking, and often led us to go back to 
collect more data or to test emerging hypotheses with the organi- 
zations themselves. These patterns, over time, eventually became 
the six practices that we present in this book. 
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FIELD EXPERTS 


Note: Titles and organizations reflect experts’ positions when inter- 
viewed in 2004-05. 


Advocacy and Civil Rights 


Elizabeth Boris, project director, the Urban Institute 


Dave Brady, deputy director, Hoover Institution, Stanford 
University 


John Bridgeland, USA Freedom Corps director, George W. Bush 
administration 


Ramona Edelin, vice chair, Black Leadership Forum 
Pablo Eisenberg, founder, Center for Community Change 


Tessie Guillermo, president and chief executive officer, Commu- 
nity Technology Foundation of California 


Miles Rapoport, president, Demos 

Andrew Rich, author of Think Tanks, Public Policy, and the Politics 
of Expertise 

Urvashi Vaid, deputy director, governance and civil society, Ford 
Foundation 


Arts and Culture 
Maxwell Anderson, PhD, principal, AEA Consulting 


John Killacky, program officer for arts and culture, San Francisco 
Foundation 


Catherine Maciariello, program officer for arts, Andrew W. Mellon 
Foundation 
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Ed Martenson, senior adviser for education, National Arts 
Strategies 


Kevin McCarthy, PhD, senior social scientist, RAND Corporation 


Sam Miller, former executive director of the New England Foun- 
dation for the Arts 


Holly Sidford, associate, AEA Consulting 


Andrew Taylor, director, Bolz Center for Arts Administration, 
University of Wisconsin-Madison School of Business 


Education 


Amy Gerstein, executive director, Noyce Foundation 
Kevin Hall, chief operating officer, Broad Foundation 


Diane Ravitch, former assistant secretary of education (under 
George H. W. Bush) 


Jim Shelton, program director for education, Bill and Melinda 
Gates Foundation 


Ted Sizer, founder and chairman, Coalition of Essential Schools 


Kim Smith, cofounder and chief executive officer, New Schools 
Venture Fund 


Environment 


Richard Ayres, cofounder, Natural Resources Defense Council 


Hooper Brooks, program officer for environment, Surdna Foun- 
dation 


Dan Esty, dean, Yale School of Forestry and Environmental Studies 
David Roe, former senior attorney, Environmental Defense 


Phillip Shabecoff, former environmental correspondent, New 
York Times 


Jonathan Wiener, professor, schools of law and public policy stud- 
ies, Duke University 


Health 


Fatima Angeles, program officer, California Wellness Foundation 


Nancy Barrand, senior program officer, Robert Wood Johnson 
Foundation 
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Barbara Brenner, executive director, Breast Cancer Action 
Network 


Tom David, consultant (formerly with California Wellness 
Foundation) 


Shaheen Kassim-Lakha, program officer, Uni-Health Foundation 
Larry Levitt, vice president, Kaiser Family Foundation 


Mary Pittman, executive director, Health Research and Educa- 
tion Trust 


Diane Rowland, executive vice president, Kaiser Family Foundation 
Anne Schwartz, vice president, Grantmakers in Health 


Anthony So, professor, Sanford Institute for Public Policy, Duke 
University 


Housing and Economic Development 
Bill Kelly, former executive assistant to the secretary of the U.S. 
Department of Housing and Urban Development (HUD) 


Ellen Lazar, senior vice president, housing and community initia- 
tives, Fannie Mae Foundation 


Andrea Levere, president, Corporation for Enterprise Development 


George McCarthy, program officer for community development, 
Ford Foundation 


Kirsten Moy, director, Economic Opportunities Program, Aspen 
Institute 


Nicolas Retsinas, director, Joint Center for Housing Studies, 
Harvard University; board member, Habitat for Humanity 
International 


Hunger 
Joel Berg, executive director, New York City Coalition Against 
Hunger 


Larry Brown, PhD, director, Center on Hunger and Poverty, 
Brandeis University 


Robert Egger, executive director and founder, D.C. Central 
Kitchen 


Terry Langston, director of programs, Public Welfare Foundation 
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Lynn Phares, consultant and former president, ConAgra Foods 
Feeding Children Better Foundation; board member, Amer- 
ica’s Second Harvest 


John E. Riggan, chairman and chief executive officer, TCC 
Group 


International Relief and Development 


Susan Davis, board chair, Grameen Foundation USA 
Sushmita Ghosh, president, Ashoka; founder, Changemakers.net 
Jody Olsen, deputy director, U.S. Peace Corps 


Note: We eliminated this category because peer survey participants 
and experts only represented U.S.-based organizations. 


Youth Development 
Bob Granger, PhD, president, William T. Grant Foundation 


Jim Kielsmeier, founder and president, National Youth Leader- 
ship Council 


Gregg Petersmeyer, chief architect, President’s Summit on 
Volunteerism 


Karen Pittman, executive director, Forum for Youth Investment 
Marguerite Sallee, president and chief executive officer, America’s 
Promise 


Wendy Wheeler, founder and president, Innovation Center for 
Youth and Community Development 
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CASE STUDY RESEARCH 


GUIDELINES AND QUESTIONS 


Following is a list of general questions and areas of inquiry that 
were used to guide our interviews with CEOs and other senior lead- 
ers in each of the organizations. We tailored specific questions to 
interviewees’ area of expertise. 


Executive Director Interview Guide 


I; 


When you first founded or joined your organization, what 
was your big vision? How close to realizing that are you 
today? 


. What do you see as your organization’s most significant out- 


comes or impact ? 


. What are your goals for scaling out your impact further in 


the next five to ten years? 


. What would you say are the top five factors that have con- 


tributed to your organization’s success at scaling out its im- 
pact to such a significant level? 


. Considering the factors that you listed above, how would 


you rank those factors? 


. How did your organization make key decisions around 


growth and scaling impact? 


. How did your organization manage the need to raise operat- 


ing funds year to year while continuing to pursue your long- 
term vision and make investments for the future? 


. Please describe an instance in which your organization tried 


to advance its impact but failed. 
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10. 


11. 
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. What would you say are the primary factors that distinguish 


your organization from others? 

How would you characterize your own leadership style, and 
what do you see as your strengths and weaknesses, both at 
founding and currently (if different)? 

Are there any questions you’d wished we asked, but didn’t? 


Specific Areas of Organizational Inquiry 


I. 


Il. 


II. 


MISSION, VISION, STRATEGY: What does the organization 
do and how does it do it? 


A. Mission and Vision Statements: What are they? 
B. Founding History: Who started the organization and why? 


C. Business Model: What is the organization’s business 
model? 


D. Strategy: How does the organization execute its strengths 
and weaknesses? 


E. Customers/Stakeholders: Who is the target market the 
organization aims to serve? 


IMPACT, OUTCOMES: How does this organization think 
about its own impact? 


A. General: What is the organization’s “theory of change”? 


B. Measurement/Evaluation: How does the organization 
measure the impact it is having? 


ORGANIZATION, STRUCTURE: How is the nonprofit 

organized? 

A. Sites/Affiliates: What is the overall size/scope of the 
organization? 

B. Structure: What is the current organizational structure? 


C. Growth: Was the original model designed “to scale” or 
was this an afterthought? 


D. Staff/HR: How many staff work for the organization, and 
where are they based? 


1. What are salary ranges, turnover rates, general policies? 


E. Culture: How does the organization characterize and/or 
manage its culture? 
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IV. LEADERSHIP: What role has leadership played in this 
organization? 


VI. 


VIL. 


A. 


B. 


C. 


Founder/ Executive: How many executives has the 
organization had? 

Senior Management: What are important management 
positions, and turnover? 

Governance: How many board members does the organi- 
zation have? What is the board’s role? 


BUDGET, FINANCING: How does the organization support 
its work? 


A. 


B. 


Budget: How has the organization grown financially— 
inflection points? 


Sources of Funding: How does the organization support 
its activities? 


PROGRAM, OPERATIONS: What does the organization do? 


A. 


B. 
C. 


Activities/Programs: What are the most important pro- 
gram areas? 


Operations/Program: Are there any critical processes? 


Systems/ Information Technology: How deliberate is this 
organization about its systems and processes? 


MARKETING, PR 


A. 


B. 


Marketing: To whom do they communicate? How and 
through what channels? 


Media/Communications: How deliberate is the organiza- 
tion about its PR/communications strategy? 
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KEY STAKEHOLDERS 
INTERVIEW LIST 


America’s Second Harvest—The Nation’s Food Bank Network 
Alice Archabal, vice president, Philanthropy Chicago, Nov. 30, 2005 


Phil Ash, executive director, San Francisco Food Bank, 
Dec. 21, 2005 


Al Brislain, senior vice president, member services, Nov. 30, 2005 
Ertharin Cousin, chief operating officer, Nov. 29, 2005 

Jaynee Day, executive director, Nashville Food Bank, Nov. 28, 2005 
Bob Forney, chief executive officer, Nov. 29, 2005 


Brian Green, president and chief executive officer, Houston 
Food Bank, Dec. 8, 2005 


Melanie Nowacki, national office staff, Nov. 29, 2005 


Doug O’Brien, vice president, public policy and research, 
Dec. 7, 2006 


David Prendergast, senior vice president, technology and plan- 
ning, Nov. 29, 2005 


Jan Pruitt, executive director, North Texas Food Bank, 
Nov. 28, 2005 


Eleanor Thompson, director, government relations and public 
policy, June 30, 2006 


Phil Zepeda, vice president, communications, Nov. 30, 2005 
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Center on Budget and Policy Priorities 
Joel Friedman, senior fellow, Aug. 12, 2005 


Kathryn Greenberg, director, development and external affairs, 
Aug. 30, 2005 


Robert Greenstein, founder and executive director, Aug. 5, 2005 
Henry Griggs, director, State Fiscal Project, Aug. 16, 2005 

Nick Johnson, director, communications, Sept. 8, 2005 

Richard Kogan, senior fellow, Aug. 12, 2005 

Iris J. Lav, deputy director, Aug. 8, 2005; Nov. 28, 2006 

Ellen Nissenbaum, legislative affairs director, Aug. 30, 2005 


Sharon Parrot, director, welfare reform and income support, 
Aug. 16, 2005 


Donna Cohan Ross, director, outreach, Jan. 11, 2006 
Isaac Shapiro, associate director, Aug. 16, 2005 


Susan Steinmetz, associate director, Aug. 23, 2005 


City Year 

Jim Balfanz, chief operating officer, Aug. 11, 2005 
Michael Brown, cofounder, president, June 8, 2005 
AnnMaura Connolly, senior vice president, Mar. 23, 2006 
Alison Franklin, director, communications, June 8, 2005 
David Gergen, board member, June 9, 2005 

Ilene Jacobs, board member, Aug. 11, 2005 

Hubie Jones, entrepreneur in residence, June 10, 2005 


Alan Khazei, cofounder and former chief executive officer, 
June 10, 2005 


Julie Marcus, director, communications, June 8, 2005 
Ted Marquis, director, Care Force, June 8, 2005 


Mithra Irani Ramaley, coexecutive director, City Year New York, 
Aug. 10, 2005 


Charlie Rose, vice president and dean, June 9, 2005 
Nancy Routh, vice president, development, June 8, 2005 


AppENDIX D247 


Stephen Spaloss, office of the dean, June 8, 2005 


Steph Wu, senior vice president, people and programs, 
June 9, 2005 


Note: We also interviewed nine additional executive directors or co- 
executive directors of local City Year sites. 


Environmental Defense 
Peter Accinno, vice president, finance and administration, 
Oct. 21, 2005 
Marcia Aronoff, vice president, programs, Aug. 24, 2005 
Michael Bean, senior attorney, Aug. 25, 2005 
Dan Dudek, chief economist, climate and air, Aug. 25, 2005 
Peter Goldmark, program director, climate and air, Oct. 20, 2005 


Cynthia Hampton, vice president, marketing and communications, 
Oct. 17, 2005 


Paula Hayes, vice president, development, Oct. 20, 2005 
Fred Krupp, president, Oct. 21, 2005 


Annie Petsonk, international council, climate and air, 
Aug. 26, 2005 


Joel Plagenz, associate director, organizational communications, 


Oct. 17, 2005 
Jane Preyer, regional director, North Carolina office, Aug. 25, 2005 
Gwen Ruta, program director, alliances, Aug. 25, 2005 
David Yarnold, executive vice president, Aug. 24, 2005 


Exploratorium 


Dennis Bartels, executive director, June 20, 2006 

Ann Bowers, board member, Jan. 9, 2006 

William Bowes Jr., chairman, board of directors, Jan. 10, 2006 
K. C. Cole, science writer, Los Angeles Times, Jan. 18, 2006 
Goéry Delacéte, PhD, former executive director, Jan. 16, 2006 


Alan Friedman, PhD, director, New York Hall of Science, 
Jan. 9, 2006 
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Van Kasper, chairman emeritus and board member, Jan. 10, 2006 
Debra Menaker, chief financial officer, Jan. 9, 2006 

Gordon Moore, advisory council member, Jan. 16, 2006 

Pat Murphy, manager, learning tools, Jan. 18, 2006 

Christina Orth, chief of staff, Jan. 18, 2006 


Wolfgang (Pief) Panofsky, PhD, director emeritus, board of 
directors, Jan. 10, 2006 


Peter Richards, senior artist, Jan. 10, 2006 


Virginia (Ginny) Rubin, director, development and marketing, 
Jan. 18, 2006 


Robert Semper, PhD, director, Center for Learning and Teaching, 
Jan. 9, 2006 


Habitat for Humanity International 
Dennis Bender, former senior vice president, communications, 
Apr. 6, 2006 


Pam Campbell, education program director, church relations, 
Apr. 12, 2006 


Mike Carscaddon, executive vice president, international, 
Apr. 13, 2006 


Sybil Carter, director, cash sponsors, Apr. 25, 2006 
John Cerniglia, senior director, campaigns, Apr. 11, 2006 
Jill Claflin, senior director, communications, Apr. 11, 2006 


Chris Clarke, senior vice president, communications, 
Apr. 13, 2006 


Tim Daugherty, senior director, direct marketing, Apr. 13, 2006 


Rendell Day, director, employee relations, global support, 
Apr. 12, 2006 


Millard Fuller, founder and former chief executive officer, 
Apr. 11, 2006 


Tom Jones, director, advocacy, Apr. 18, 2006 


Paul Leonard, former interim chief executive officer and board 
member, Apr. 14, 2005 
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Clive Rainey, director, community relations, Apr. 12, 2006 
Stephen Seidel, director, urban programs, Apr. 12, 2006 
David Williams, former chief operating officer, Apr. 14, 2006 


The Heritage Foundation 
Stuart Butler, vice president, domestic and economic policy 
studies, Aug. 29, 2005 


Becky Norton Dunlop, vice president, external relations, 
Apr. 25, 2006 


Edwin Feulner, president, Aug. 31, 2005 


Rebecca Hagelin, vice president, communications and marketing, 
Apr. 25, 2006 


Kim Holmes, vice president, Davis Institute for International 
Studies, Aug. 22, 2005 


Ted E. Schelenski, vice president, finance and operations, 
Apr. 25, 2006 


Phil Truluck, executive vice president, Aug. 29, 2005 


National Council of La Raza 

Gerald Borenstein, vice president and chief financial officer, 
Aug. 15, 2005 

Marco Davis, director, leadership development, Aug. 17, 2005 


Tom Espinoza, chief executive officer of the Raza Development 
Fund, Aug. 15, 2005 


Charles Kamasaki, senior vice president, ORAL, Aug. 18, 2005 
Emily Gantz McKay, former senior vice president, Sept. 15, 2005 
Cecilia Muñoz, vice president, ORAL, Aug. 17, 2005 

Janet Murguia, president and chief executive officer, Sept. 12, 2005 
Sonia Perez, vice president, Sept. 12, 2005 


Carlos Ugarte, deputy vice president, Institute for Hispanic 
Health, Aug. 15, 2005 


Delia de la Vara, vice president, Strategic Communications 
Group, Aug. 17, 2005 
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Raul Yzaguirre, former chief operating officer, Aug. 18, 2005 


Self-Help 
Mike Calhoun, president, Center for Responsible Lending, 
Aug. 30, 2006 
Randy Chambers, chief financial officer, Nov. 16, 2005 
Martin Eakes, founder and chief executive officer, Nov. 14, 2006 
Armeer Kenchen, director, staff, Nov. 14, 2005 
Toni Lipscomb, president, Self-Help Credit Union, Nov. 14, 2005 


Mary Mountcastle, former president, Center for Community 
Self-Help, Nov. 14, 2005 


Bob Schall, president, Self-Help Ventures Fund, Nov. 14, 2005 


Eric Stein, chief operating officer, Nov. 14, 2005; June 27, 2006; 
Dec. 7, 2006 


Share Our Strength 

Hadley Boyd, director, community investment programs, 
June 23, 2005 

John Gillespie, interim chief financial officer, June 20, 2005 

Maria Gomez, board member, July 5, 2005 

Ashley Graham, director, leadership, Aug. 31, 2005 

Hannah Isles, corporate public relations manager, Aug. 31, 2005 

Mike McCurry, board member, Aug. 22, 2005 

Pat Nicklin, managing director, June 21, 2005 

Chuck Scofield, director, development, Aug. 22, 2005 

Billy Shore, founder and executive director, June 21, 2005 


Debbie Shore, cofounder and associate director, June 22, 2005 


Teach For America 


Elissa Clapp, vice president, recruitment and selection, 
July 12, 2005 


Aimee Eubanks, senior vice president, human assets, 
July 12, 2005 
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Kevin Huffman, senior vice president, growth, strategy and de- 
velopment, July 11, 2005 


Wendy Kopp, president and founder, July 11, 2005 
Daniel Oscar, vice president, program design, July 11, 2005 


Abigail Smith, vice president, research and public policy, 
Aug. 23, 2005 


Jonathan Travers, vice president, finance and administration, 
July 12, 2005 


YouthBuild USA 


John Bell, vice president, leadership development, Sept. 28, 2005 
Charles Clark, vice president, asset development, Aug. 10, 2005 
Tim Cross, chief operating officer, Sept. 27, 2005 


Bob Curvin, funder (formerly with Ford Foundation), 
Aug. 11, 2005 


Suzanne Fitzgerald, president, YouthBuild Affiliates Network, 
Sept. 20, 2005 


Adonija Hill, national alumni council, Oct. 4, 2005 
Cliff Johnson, former board chair (interview date not recorded) 
Leroy Looper, board chair emeritus, Sept. 26, 2005 


B. J. Rudman, vice president, finance and administration, 
Sept. 15, 2005 


Dorothy Stoneman, founder and president, Sept. 6, 2005 
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ORGANIZATION PROFILES 


AMERICA’S SECOND HARVEST 


America’s Second Harvest (www.secondharvest.org) 
35 E. Wacker Drive, #2000 

Chicago, IL 60601 

Telephone: 312-263-2303, 800-771-2303 


PURPOSE 


To create a hunger-free America by distributing food and grocery 
products through a nationwide network of certified affiliates, in- 
creasing public awareness of domestic hunger, and advocating for 
policies that benefit America’s hungry. 


PROGRAMS 


The America’s Second Harvest network comprises more than two 
hundred food banks and food-rescue organizations serving all fifty 
states, the District of Columbia, and Puerto Rico. America’s Second 
Harvest itself maintains several programs, such as Community 
Kitchens (culinary job training for low-income men and women); 
Disaster Relief (relief supplies sent to emergency feeding centers 
serving disaster victims); Fresh Food Initiative (services built around 
securing and distributing produce, fish, meat, poultry, and pre- 
pared foods); Kids Cafe (free meals and snacks provided to low- 
income children); Relief Fleet (soliciting free or deeply discounted 
freight for donated food transportation); Seafood Initiative (pro- 
vides a quality, nutritious source of protein for local communities) ; 
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and BackPack Program (provides backpacks filled with food that 
children take home on weekends). 


PARTICIPANTS AND/OR RECIPIENTS 


America’s Second Harvest provides the following ethnic break- 
down of the more than twenty-five million “Americans in need” 
that it serves every year: 40 percent are non-Hispanic white, 38 per- 
cent are non-Hispanic black, 17 percent are Latino or Hispanic, 
and 6 percent are American Indian, Alaskan Native, Asian, Native 
Hawaiian, or other Pacific Islander. 


IMPACT 


Every year, the America’s Second Harvest network provides emer- 
gency food assistance to more than twenty-five million Americans, 
including more than nine million children and nearly three mil- 
lion seniors. In 2005, the America’s Second Harvest network dis- 
tributed over two billion pounds of food and grocery products: 529 
million pounds from national product donors, 478 million pounds 
from U.S. government programs, 904 million pounds from local 
product donors, and 206 million pounds from purchase programs. 
America’s Second Harvest has also played an important role in in- 
fluencing public policies and programs, such as the Temporary 
Emergency Food Assistance Program, among others. 


ORGANIZATION 


The America’s Second Harvest network supports approximately 
fifty thousand local charitable agencies operating more than 
ninety-four thousand programs, including food pantries, soup 
kitchens, emergency shelters, after-school programs, Kids Cafes, 
and BackPack Programs. The organization has a twenty-one per- 
son board of directors. Vicki Escarra became president and CEO 
in 2006; Bob Forney was the president and CEO during the period 
of research for this book. 


REVENUE/EXPENSES 


Of the nearly two billion pounds of food and grocery products that 
the America’s Second Harvest network has distributed, the vast ma- 
jority came from donations. Although the organization was aided 
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by the federal government during the 1970s, federal funding was dis- 
continued by 1982, and America’s Second Harvest increased its pur- 
suit of alternative sources of financial support. Total revenues were 
approximately $543 million in 2005, of which about $500 million 
came from donated food and services; total expenses amounted to 
approximately $544 million. Ninety-eight percent of expenses were 
devoted to programs rather than to administration or fundraising 
efforts. 


HISTORY 


The concept of food banking began in the late 1960s in Phoenix, 
Arizona, when John Van Hengel, a retired businessman, volun- 
teered at a local soup kitchen. He solicited donations of food prod- 
ucts that might otherwise go to waste, and soon was generating 
more food than the soup kitchen could handle. So he set up a 
warehouse where he could store the donated products and dis- 
tribute them to charities feeding hungry people. By 1976, the fed- 
eral government had given John Van Hengel’s food bank a grant 
to assist in developing other food banks throughout the nation. By 
1979, this federally funded effort had expanded to include the so- 
licitation of food donations and was incorporated formally as Sec- 
ond Harvest, which soon became the clearinghouse for large 
donations from national corporations. (In 1999, the name of the 
organization was officially changed from Second Harvest to Amer- 
ica’s Second Harvest—The Nation’s Food Bank Network.) With 
many major cities developing food banks by the mid-1980s, net- 
work expansion slowed, and America’s Second Harvest’s focus 
shifted to improving existing programs. Professionalism and effi- 
ciency of food bank operations improved dramatically, resulting in 
a much greater amount of food and grocery products being dis- 
tributed by the network. 


THE CENTER ON BUDGET 
AND POLICY PRIORITIES 


The Center on Budget and Policy Priorities (www.cbpp.org) 
820 First Street NE, Suite 510 

Washington, DC 20002 

Telephone: 202-408-1080 
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PURPOSE 


The Center on Budget and Policy Priorities (“the Center” or 
“CBPP”) is one of the nation’s premier policy organizations working 
at the federal and state levels on fiscal policy and public programs 
that affect low- and moderate-income families and individuals. The 
Center conducts research and analysis to inform public debates 
over proposed budget and tax policies and to help ensure that the 
needs of low-income families and individuals are considered in 
these debates. 


PROGRAMS 


The Center conducts and disseminates research and develops pol- 
icy proposals in the following areas: federal budget, federal tax, 
food assistance, health policies, low-income immigrants, earned in- 
come tax credit (EITC) and other tax credits for low-income fam- 
ilies, labor market policies, low-income housing, poverty/income, 
Social Security and retirement income, state fiscal policies, unem- 
ployment insurance, and welfare reform/ TANF. The Center pro- 
vides information and technical assistance to policymakers and to 
state nonprofit policy organizations, conducts outreach campaigns, 
and provides information on a regular basis to the media. 


PARTICIPANTS AND/OR RECIPIENTS 


The Center’s materials and research are used by policymakers 
across the political spectrum, nonprofit organizations, and jour- 
nalists from a variety of media outlets. In particular, the Center has 
helped build the State Fiscal Analysis Initiative, a network of state 
policy institutes that now exist in more than half the states. 


IMPACT 


Over the past two decades, the Center has gained a reputation for 
producing materials that are balanced, authoritative, accessible, 
and responsive to issues currently before the country. It has con- 
tributed to significant policy gains for low-income families in areas 
ranging from the EITC to food stamps to health programs, and has 
been at the forefront of advancing fiscally responsible budget and 
tax policies at the national and state levels. 
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ORGANIZATION 


Although half of the Center’s work is now conducted at state and 
local levels in partnership with numerous nonprofits, its only office 
is in Washington, D.C. The organization has a sixteen-member 
board of directors, and Robert Greenstein is the founder and ex- 
ecutive director. There are currently fewer than one hundred staff 
members employed at the Center. 


REVENUE/EXPENSES 


In 2005, the Center’s revenues totaled approximately $13 million. 
Approximately 79 percent of the revenue came from major foun- 
dations, family foundations, and donor-advised funds; 18 percent 
from major donors; and 3 percent from other sources. In 2005, ex- 
penses totaled $12.8 million; approximately 89 percent were di- 
rected toward program and policy areas. The Center normally 
expends 7 percent on general and administrative costs and 4 per- 
cent on fundraising. 


HISTORY 


The Center was founded in 1981 to analyze federal budget priori- 
ties and develop policy options, with particular emphasis on the 
impact of various budget choices on low-income Americans. Its 
work has broadened considerably since then. Most notably, the 
Center initiated extensive new work on budget priorities and low- 
income programs at the state level during the early 1990s in re- 
sponse to the devolution of responsibility to the state level. The 
Center now provides information and technical assistance to state 
nonprofit organizations and government officials on issues rang- 
ing from state budget priorities and revenue structures to the de- 
sign and implementation of low-income programs. Another 
example of the Center’s expansion into new policy areas is the In- 
ternational Budget Project (IBP). It established IBP in 1997 to help 
civil society organizations in emerging democracies (such as for- 
mer Soviet republics) and developing countries conduct budget 
analysis aimed at making these countries’ budget systems more 
open and more responsive to the needs of society. 
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CITY YEAR 


City Year (www.cityyear.org) 
287 Columbus Avenue 
Boston, MA 02116 
Telephone: 617-927-2500 


PURPOSE 


City Year’s mission is to build democracy through citizen service, 
civic leadership, and social entrepreneurship. City Year’s vision is 
that citizens of all ages and backgrounds will unite to serve their 
community, nation, and world, and that one day the most com- 
monly asked question of an eighteen-year-old will be, “Where are 
you going to do your service year?” 


PROGRAMS 


City Year’s signature program is the City Year Youth Service Corps; 
it also operates other programs, such as Care Force, a business di- 
vision that offers professional consulting services specializing in 
community service to corporations and organizations. The Youth 
Service Corps is a ten-month program that unites people ages sev- 
enteen to twenty-four from diverse economic, racial, and geo- 
graphical backgrounds for a year of full-time service to their 
communities. City Year also offers the Youth Leadership Corps, 
which consists of three programs run by City Year corps members 
to engage youth in service and leadership development; City Year 
Afterschool, where City Year corps members provide safe and en- 
gaging places for elementary- to high school-age youth to go dur- 
ing after-school hours; and Camp City Year, a dynamic day camp 
program that engages close to five thousand children nationwide 
in service learning, education, and other activities. 


PARTICIPANTS AND/OR RECIPIENTS 


Since its inception, City Year has graduated more than 9,500 
alumni, served 985,000 children, completed 14.5 million hours 
of service, partnered with more than 950 corporations and 2,100 
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service organizations, and engaged more than 945,000 citizens 
in service. 


IMPACT 


In 2006, City Year’s twelve hundred young leaders completed more 
than 1.4 million hours of service in mentoring, tutoring, and edu- 
cating children in school; organizing after-school and school va- 
cation programs; instituting programs targeting at middle-school 
students; planning and implementing physical service projects; and 
teaching health and public safety to children. From a fifty-person 
summer pilot program in 1988, City Year has grown to seventeen 
sites across the country and in South Africa. City Year has also 
played an influential role in advocating for national service policy 
in the United States. 


ORGANIZATION 


City Year’s leadership includes former corps members in addition 
to professionals from various sectors. City Year has a twenty-six- 
member board of directors and a ten-person senior management 
team. Cofounder Michael Brown became CEO in 2006; cofounder 
Alan Khazei was CEO during the period when research for this 
book was conducted. 


REVENUE/EXPENSES 


City Year received its first federal funding from a grant under the 
first Bush Administration’s National and Community Service Act 
of 1990. Every federal dollar has been matched by $1.47 from the 
private sector. In 2005, City Year successfully completed the City 
Year Challenge, a $35 million fundraising campaign designed to 
provide the resources necessary to implement a four-year strategic 
plan to help build the organization’s international initiatives. In 
2005, City Year had total revenues of approximately $42 million, 
of which about half came from contributions and private grants. 
About a quarter of its revenues came from federal grants. In 2005, 
City Year’s total expenses amounted to approximately $42 million, 
the majority of which went to cover program services. 
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HISTORY 


City Year was founded in 1988 by Michael Brown and Alan Khazei, 
then-roommates at Harvard Law School, who felt strongly that 
young people in service could be a powerful resource for address- 
ing our nation’s most pressing issues. With fifty corps members and 
five founding sponsors, City Year piloted its first eight-week pro- 
gram in Boston. In 1990, City Year’s first full-year corps launched 
Camp City Year and organized the first Serve-a-thon. In 1993, City 
Year opened its first expansion site in Rhode Island. In 1994, four 
more sites were opened, and in 1995 City Year Columbus hosted 
the organization’s first annual “convention of idealism,” called 
“cyzygy.” More sites were opened over the next ten years, and in 
2004, the City Year Alumni Association and the Web site cityyear- 
alumni.org were launched. In 2005, City Year opened its first in- 
ternational site in Johannesburg, South Africa. 


ENVIRONMENTAL DEFENSE 


Environmental Defense (www.environmentaldefense.org) 
257 Park Avenue South 

New York, NY 10010 

Telephone: 212-505-2100 


PURPOSE 


The mission of Environmental Defense is to protect the environ- 
mental rights of all people, including future generations. Among 
these rights are clean air, clean water, healthy food, and flourish- 
ing ecosystems. To this end, Environmental Defense is guided by 
scientific evaluation of environmental problems, with the solutions 
it advocates based on science, even when it leads in unfamiliar di- 
rections. The organization works to create solutions that win last- 
ing economic and social support because they are nonpartisan, 
cost-effective, and fair. 


PROGRAMS 


To achieve its program goals (climate and air; health; land, water 
and wildlife; and oceans), Environmental Defense brings together 
experts in science, law, and economics to tackle complex environ- 
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mental issues. In addition to research, advocacy, partnerships, and 
litigation, Environmental Defense produces reports, print and e-mail 
newsletters, fact sheets, and educational materials on “green” be- 
havior and business practices that can help sustain and improve our 
environment. It has also created several Web sites to provide infor- 
mation on its activities, with recommendations on how to protect 
the environment. 


PARTICIPANTS AND/OR RECIPIENTS 


As of 2006, Environmental Defense represented more than five hun- 
dred thousand members. Since 1967, it has linked science, eco- 
nomics, law, and innovative private sector partnerships to create 
breakthrough solutions to the most serious environmental problems. 
Environmental Defense maintains a 350,000-member Action Net- 
work, which alerts an online community of activists to send e-mails 
and faxes to legislators and other policymakers. 


IMPACT 


Recent accomplishments include working with Federal Express to 
develop the next generation of clean trucks that emit 96 percent 
less soot and increase fuel economy by 57 percent; working with 
landowners and government officials to protect nearly four million 
acres of wildlife habitat; securing then—New York governor George 
Pataki’s support of the organization’s call for new clean air rules 
for the World Trade Center construction site, through his signing 
of an executive order calling for the retrofitting of diesel-powered 
equipment to be used in this mammoth rebuilding project; re- 
building severely depleted stocks in the Gulf of Mexico through 
the allocation of individual fishing quotas; and proposing legisla- 
tion in California and the Northeast to cap and cut greenhouse gas 
emissions. 


ORGANIZATION 


Environmental Defense has a staff of nearly three hundred people, 
strategically located in offices around the country. In total, there 
are eight regional offices in addition to the headquarters in New 
York City and an office in Beijing. Environmental Defense has more 
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PhD scientists and economists on staff than any other similar orga- 
nization. Environmental Defense has a forty-two-member board of 
trustees and five honorary trustees. Fred Krupp is president. 


REVENUE/EXPENSES 


Total operating support and revenue contributed during FY2005 
for use in that year and in future years reached a record level of $69 
million, a 36 percent increase over the previous year. Members con- 
tributed $37.8 million, representing 55 percent of the total. Foun- 
dation grants totaled $25.5 million, or 37 percent of the total. 
Bequests of $2.5 million from members of the Osprey Society ac- 
counted for 4 percent of the total; government and other grants 
provided 1 percent; and investment income and other revenue ac- 
counted for the remaining 3 percent. Environmental Defense re- 
ceives less than | percent of its financial support from corporate 
donors; to ensure independence and public credibility, it does not 
accept payments from corporate partners. Expenditures totaled 
$52.0 million in FY2005. Program services expenditures of $41.5 
million accounted for 80 percent of total operating expenses, with 
almost all devoted to Environmental Defense’s four priority areas— 
climate, ecosystems, health, and oceans. Five percent of the total 
was for management and administration, 13 percent went toward 
the fundraising needed to generate current income and support 
for future years, and 2 percent was spent on the acquisition of new 
members. 


HISTORY 


Four decades ago, Environmental Defense was started when four 
scientists on Long Island set out to halt the use of DDT (dichloro- 
diphenyl trichloroethane), the pesticide Rachel Carson warned 
about in Silent Spring. Their efforts led to a nationwide ban on DDT 
and the birth of modern environmental law. Soon Environmental 
Defense began to hire economists, engineers, and computer ana- 
lysts to find ways to help the environment without harming the 
economy. In the process, it became one of America’s most influ- 
ential environmental advocacy groups. From the beginning, Envi- 
ronmental Defense has made a commitment not only to oppose 


APPENDIXE 263 


ill-conceived policies but also to propose alternatives. The organi- 
zation still “goes to court when necessary,” but increasingly it works 
directly with business, government, and community groups, forg- 
ing solutions that make sense for all. 


EXPLORATORIUM 


Exploratorium (www.exploratorium.edu) 
3601 Lyon Street 

San Francisco, CA 94123 

Telephone: 415-563-7337 


PURPOSE 


The Exploratorium is a museum of science, art, and human per- 
ception founded in 1969. The Exploratorium’s mission is to create 
a culture of learning through innovative environments, programs, 
and tools that help people nurture their curiosity about the world 
around them. 


PROGRAMS 


The Exploratorium offers exhibitions and public programs, pro- 
fessional development for educators, and workshops for families. 
It also conducts museum research and evaluation, maintains a Web 
site with eighteen thousand pages of original content, produces 
Webcasts, and distributes Exploratorium-developed publications. 
The Center for Museum Partnerships supports a network of mu- 
seums and science centers dedicated to exhibit-based teaching. 
The Exploratorium also serves museums worldwide through ex- 
hibit sales, rentals, and consulting. 


PARTICIPANTS AND/OR RECIPIENTS 


Of the 548,000 people who annually visit the Exploratorium in San 
Francisco, 51 percent of visitors are adults and 49 percent are chil- 
dren; 50 percent are from the Bay Area, 25 percent are from the 
rest of California, 18 percent are from other states, and 7 percent 
are from outside the United States. 
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IMPACT 


Twenty million people visit Exploratorium exhibits at science cen- 
ters and other locations, nationally and internationally. Each year, 
130,000 students and teachers visit the Exploratorium on school 
field trips; 10,000 individuals and families are Exploratorium mem- 
bers. In 2006, 45,000 visitors attended on Free Wednesdays (the 
first Wednesday of every month). More than six thousand teachers 
from forty-seven states annually participate in Exploratorium- 
designed workshops. Children’s Educational Outreach offers free 
workshops to five thousand underserved children and families, and 
the Explainer Program hires and trains a diverse group of up to 
120 high school students each year. Exploratorium has 650 origi- 
nal interactive exhibits, displays, and artworks, with 400 currently 
on view; public programs include lectures, performances, live Web- 
casts, art, and film. Twenty million Web visitors annually access 
www.exploratorium.edu, which has eighteen thousand pages of 
original content; up to fifty live Webcasts originate each year from 
the Exploratorium and remote locations; fifty thousand copies of 
Exploratorium-developed publications were sold in 2006-07, with 
thirty-six titles in print. 


ORGANIZATION 


Exhibits are housed at fifty-eight international and sixty-six U.S. 
science centers, and Exploratorium exhibitions travel worldwide. 
Exploratorium has a twenty-eight-member board of directors and 
a seventeen-member advisory council. Dr. Dennis M. Bartels was 
named executive director in 2006; Virginia Carollo Rubin was act- 
ing director during the period that research for this book was 
conducted. 


REVENUE/EXPENSES 


In 2005, the Exploratorium reported total revenues of approxi- 
mately $28 million, exclusive of special projects. For more than a 
decade, the Exploratorium has led the museum world in receiving 
support from the National Science Foundation (NSF). Currently 
it receives funding from seventeen different NSF grants to support 


APPENDIXE 265 


a broad range of exhibit development, education, and research for 
the field of informal science education. In 2005, the Explorato- 
rium had total expenses of approximately $27 million. The ma- 
jority of expenses were incurred for program services, with the 
remainder going to support services. 


HISTORY 


The Exploratorium was founded in 1969 by noted physicist and ed- 
ucator Dr. Frank Oppenheimer, who devoted his efforts to it until 
his death in 1985. Oppenheimer’s vision was to create a collection 
of experiments that would make natural phenomena accessible 
and understandable to everyone. Oppenheimer eventually found 
a home for his museum in San Francisco, at the Palace of Fine 
Arts, which was a vacant remnant of the Panama-Pacific Interna- 
tional Exposition of 1915. The museum’s doors opened in 1969, 
with just a few dozen exhibits—most of which were being bor- 
rowed. The Exploratorium grew rapidly, and in 1980, cramped by 
its growing collection of exhibits, the museum built a mezzanine 
within the exhibition hall. Oppenheimer died in 1985, and from 
1991 until 2005, the museum was led by renowned French scien- 
tist and educator Dr. Goéry Delacéte. During his tenure, Delacdte 
focused on creating a “networked” Exploratorium, bringing the 
Exploratorium to the world and the world to the Exploratorium. 


HABITAT FOR HUMANITY 


Habitat for Humanity (www.habitat.org) 
121 Habitat Street 

Americus, GA 31709 

Telephone: 229-924-6935 


PURPOSE 


Habitat for Humanity International (“Habitat,” “Habitat for Hu- 
manity,” “HFHI”) is a nonprofit, ecumenical Christian housing 
ministry. HFHI seeks to eliminate poverty housing and homeless- 
ness from the world and to make decent shelter a matter of con- 
science and action. 
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PROGRAMS 


Habitat has many programs aimed at creating quality homes and 
communities for low-income families. Better Built, a program pro- 
vided through Habitat’s construction and environmental design de- 
partment, incorporates best practices in home construction to 
ensure energy-efficient, healthy, and environmentally friendly build- 
ing processes. Other Habitat programs include emergency disaster 
response programs focused on disaster preparedness, mitigation, 
and recovery; an international volunteer program; Women Build and 
Girls Build, volunteer programs designed to encourage women 
and girls to make a difference by building homes and communi- 
ties; and Home Builders Blitz, where professional homebuilders, Habi- 
tat for Humanity affiliates, and concerned volunteers come together 
for a week to build homes in communities across the United States. 


PARTICIPANTS AND/OR RECIPIENTS 


According to Habitat, millions around the world support its mis- 
sion and contribute to its work. 


IMPACT 


Completing a home somewhere in the world every twenty-four 
minutes, Habitat builds nearly twenty-five thousand homes per 
year. Habitat for Humanity dedicated its two-hundred-thousandth 
house—built in Knoxville, Tennessee—in August 2005. Twenty- 
four minutes later, in Kanyakumari, India, Habitat dedicated its 
two-hundred-thousand-and-first house. For each dollar spent at 
Habitat for Humanity, eighty-one cents goes to program-related ac- 
tivities. The Habitat “brand” is worth $3.1 billion, a 72 percent in- 
crease since 2001, based on a study by Interbrand. Today, Habitat 
for Humanity has built shelters for more than one million people 
in more than three thousand communities worldwide. Two-thirds 
of Habitat construction takes place outside the United States. 


ORGANIZATION 


Habitat for Humanity is a global home-building movement com- 
prising more than twenty-one hundred local affiliates, state sup- 
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port organizations, and national organizations in nearly one hun- 
dred countries. The organization comprises three organizational 
layers: local and national affiliates, area and regional offices (U.S. 
and international), and the Habitat headquarters in Americus, 
Georgia. Affiliates vary in size and character, but they all undergo 
a nine- to twelve-month affiliation process consisting of seventy- 
seven steps, including establishing committees and a board of di- 
rectors, fundraising, and gaining local community support. Each 
affiliate coordinates all aspects of Habitat homebuilding in its local 
area: fundraising, building-site selection, partner family selection 
and support, home construction, and mortgage servicing. Habitat 
has a twenty-nine-member board of directors. Jonathan Reckford 
is CEO. 


REVENUE/EXPENSES 


Total revenue for Habitat for Humanity International in FY2006 
approached $360 million, increasing 81 percent from the previous 
fiscal year. Support comes in the form of contributions from indi- 
viduals (cash, stock gifts, estate gifts, and an annuity program), cor- 
porations (both cash and donated assets and services), foundations 
and other organizations, as well as tithe funds collected from U.S. 
affiliates that are used to support the work of affiliates in other 
countries. Tithes from U.S. affiliates totaled nearly $11.5 million 
in FY2006. In FY2006, Habitat for Humanity International spent a 
total of approximately $181.6 million on programs, representing 
81 percent of total expenses. HFHI’s program expenses in FY2006 
included costs for programs that directly benefit affiliates and na- 
tional organizations; 15 percent of FY2006 expenses went to fund- 
raising and 4 percent to management and general expenses. 


HISTORY 


The HFHI concept was conceived at Koinonia Farm, a small, inter- 
racial Christian farming community founded in 1942 outside Amer- 
icus, Georgia, by farmer and biblical scholar Clarence Jordan. 
Millard and Linda Fuller had left a successful business and affluent 
lifestyle in Montgomery, Alabama, to begin a new life of Christian 
service and, with Jordan, developed the concept of “partnership 
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housing.” This model called for those in need of adequate hous- 
ing to work side by side with volunteers to build simple, decent 
houses. The houses were built with no profit added and no inter- 
est charged, financed by a revolving Fund for Humanity. The in- 
volvement of Jimmy Carter, former president and Nobel Peace 
Prize laureate, was the turning point for Habitat, transforming it 
from a small nonprofit to an internationally known organization 
with enormous impact and fundraising capabilities. 


THE HERITAGE FOUNDATION 


The Heritage Foundation (www.heritage.org) 
214 Massachusetts Avenue NE 

Washington, DC 20002-4999 

Telephone: 202-546-4400 


PURPOSE 


Founded in 1973, The Heritage Foundation (“Heritage”) is a re- 
search and educational institute—a think tank—whose mission is 
to formulate and promote conservative public policies based on 
the principles of free enterprise, limited government, individual 
freedom, traditional American values, and a strong national de- 
fense. The organization’s vision is to build an America where free- 
dom, opportunity, prosperity, and civil society flourish. 


PROGRAMS 


Heritage conducts research and publishes policy papers on im- 
portant social and economic domestic and international issues, 
such as health care, education, crime, Social Security, taxes, na- 
tional security, politics, and government regulation. It also orga- 
nizes issue working groups and convenes lectures and panel 
discussions. Heritage frequently briefs the media and national, 
state, and local policymakers on important domestic and foreign 
issues. The popular Heritage Young Leaders Program is intended 
to introduce bright, innovative undergraduate and graduate stu- 
dents to the policymaking process and encourage them to become 
active and effective participants in public affairs. 
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PARTICIPANTS AND/OR RECIPIENTS 


Heritage engages policymakers at state, local, and federal levels, as 
well as the nation as a whole, through its media briefings and 
communication network. 


IMPACT 


The Heritage Foundation is known for the wide-ranging and in- 
fluential nature of its work. Its 1981 book of policy analysis, Man- 
date for Leadership, revolutionized the character of public policy 
advice giving. At over one thousand pages, it offered specific rec- 
ommendations on policy, budget, and administrative action for all 
Cabinet departments and many agencies to be staffed by political 
appointees in the incoming conservative administration of Presi- 
dent Ronald Reagan. Internationally, and in partnership with the 
Wall Street Journal, Heritage publishes the annual Index of Eco- 
nomic Freedom, which measures the level of economic freedom 
in each of more than 150 countries. In domestic policy, Heritage 
is a proponent of supply-side economics, which holds that reduc- 
tions in the marginal rate of taxation can spur economic growth. 
In 1994, Heritage advised Newt Gingrich and other conservatives 
on the development of the “Contract with America,” which was 
credited with helping produce a conservative majority in Congress. 
The result is that many consider Heritage the most influential 
think tank in the United States. 


ORGANIZATION 


Headquartered in Washington, D.C., Heritage employs approxi- 
mately two hundred staff members. There are ten senior managers 
who work under Edwin J. Feulner, PhD, president, and Phillip N. 
Truluck, executive vice president. Departments include domestic 
policy, external relations, finance and operations, development, 
communications and marketing, government relations, the Kathryn 
and Shelby Cullom Davis Institute for International Studies, and in- 
formation technology. The B. Kenneth Simon Center for American 
Studies and the Center for Legal and Judicial Studies constitute ad- 
ditional projects. Heritage has a twenty-one-member board of 
trustees and one honorary trustee. 
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REVENUE/EXPENSES 


Heritage reported total revenues of approximately $40 million in 
2005, over half of which came from individual contributors. Her- 
itage’s initial funding came from Joseph Coors, owner of the Coors 
Brewing Company. Other wealthy philanthropists have been gen- 
erous Heritage donors as well. With 275,000 individual donors, 
however, Heritage enjoys the broadest base of support of all think 
tanks. Heritage uses mail, telemarketing, one-on-one meetings, 
planned giving, grant proposals, publication sales, and Internet ap- 
peals to raise funds. In 2005, Heritage reported total expenses of 
approximately $36.5 million, of which about $30 million were de- 
voted to program expenses. 


HISTORY 


Heritage was founded in 1973, with conservative activist Paul 
Weyrich as its first leader. Since 1974, Heritage’s president has been 
Edwin J. Feulner, PhD, former staff director of the House Republi- 
can Study Committee and a former staff assistant to Congressman 
Phil Crane (R-IL). Under Feulner’s leadership, Heritage has come 
to be known for the wide-ranging and influential nature of its work. 
Unlike traditional think tanks, which tend to house scholars and 
politicians-in-exile who produce large books, Heritage tends to em- 
ploy public policy analysts who produce comparatively shorter pol- 
icy papers intended to pass what Heritage calls “the briefcase test” 
for busy politicians to read on the run. Heritage also pioneered 
the “marketing” of policy ideas through astute packaging and pub- 
lic relations, now a staple feature of Washington think-tank activity. 


NATIONAL COUNCIL OF LA RAZA 


National Council of La Raza (www.nclr.org) 
1126 Sixteenth Street NW 

Washington, DC 20036 

Telephone: 202-785-1670 


PURPOSE 


The National Council of La Raza (“NCLR”)—the largest national 
Hispanic civil rights and advocacy organization in the United 
States—works to improve opportunities for Hispanic Americans. 
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PROGRAMS 


NCLR works through two primary, complementary approaches. 
First, NCLR provides organizational assistance in management, 
governance, program operations, and resource development to 
Hispanic community-based organizations nationwide, especially 
those that serve low-income and disadvantaged Hispanics. Second, 
NCLR conducts applied research, policy analysis, and advocacy, in- 
creasing policymaker and public understanding of Hispanic needs 
and encouraging the adoption of programs and policies that eq- 
uitably serve Hispanics. NCLR strengthens these efforts with pub- 
lic information, media activities, and collaboration. 


PARTICIPANTS AND/OR RECIPIENTS 


NCLR serves all Hispanic subgroups in all regions of the country 
and has operations in Atlanta, Chicago, Los Angeles, New York, 
Phoenix, Sacramento, San Antonio, and San Juan, Puerto Rico. 
Through its network of nearly three hundred affiliated community- 
based organizations, NCLR reaches millions of Hispanics each year 
in forty-one states, Puerto Rico, and the District of Columbia. 


IMPACT 


NCLR conducts research, policy analysis, and advocacy, and pro- 
vides capacity-building assistance to its affiliates working at the state 
and local levels. NCLR shaped the Immigration Reform and Con- 
trol Act of 1986, which legalized the status of nearly three million 
previously undocumented workers; the Immigration Act of 1990; 
and legislation over the 1997-2002 period restoring benefits to mil- 
lions of low-income legal immigrants. The organization helped pre- 
serve and expand the Voting Rights Act in 1992, and again in 2006; 
catalyzed a 1990 Executive Order on Hispanic Educational Excel- 
lence, which helped reduce Latino underrepresentation in college 
preparation; and helped shape the expansion of the Earned In- 
come Tax Credit in 1992 and the establishment of a partially re- 
fundable child tax credit in 2001. NCLR and its network of affiliates 
operate the largest Latino-focused home ownership network in the 
country. The organization’s subsidiary, the Raza Development Fund, 
is the largest Hispanic community development bank in the United 
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States. NCLR has helped start fifty charter and alternative schools. 
NCLR sponsors the American Latino Media Arts (ALMA) Awards, 
the only prime-time network television awards recognizing His- 
panics’ contributions in film, television, and other media. 


ORGANIZATION 


NCLR is governed by a board of directors, which includes thirty 
members who are representative of all geographical regions of the 
United States and all Hispanic subgroups. The organization also 
receives guidance from a corporate board of advisers, which in- 
cludes senior executives from twenty-eight major corporations and 
their liaison staff; and the affiliate council, which includes twelve 
affiliated community-based organization executive directors and 
other senior executive staff members, elected from all regions of 
the country. 


REVENUE/EXPENSES 


In 2005, NCLR reported total consolidated revenues of approxi- 
mately $31 million. General support from individual and affiliate 
organization members, special events registrations and sponsor- 
ships, and corporate donors and foundations totaled $21.2 million; 
$4.1 million came from government entities. NCLR’s balance sheet 
includes assets and liabilities of the Raza Development Fund, a sub- 
sidiary corporation; and the assets, liabilities, revenues, and ex- 
penses of the Strategic Investment Fund for La Raza, a support 
corporation created to house NCLR’s endowment, which is pro- 
jected to grow to $30 million by 2008. In 2005, NCLR reported total 
expenses of approximately $28.5 million, of which investments in 
program services totaled $21.8 million, or 89 percent, excluding 
fundraising. The two biggest program activity expenses were edu- 
cation (34 percent) and community development (21 percent). 


HISTORY 


Originally the Southwest Council of La Raza, NCLR was founded 
in 1968 by three key individuals—Herman Gallegos, Julian Samora, 
and Ernesto Galarza—in the wake of the civil rights movement, to 
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provide grassroots programs and services to a growing Latino com- 
munity and to advocate for their civil rights. NCLR helped launch 
and support seven barrio organizations in three southwestern states as 
its first “affiliates.” In 1974, Raul Yzaguirre joined NCLR as chief ex- 
ecutive. In the late 1970s, NCLR formally revised its mission to serve 
all Hispanics—not just Mexican Americans—and established a pol- 
icy analysis and advocacy capacity to complement its program work. 
Yzaguirre left NCLR in 2004, and was replaced by Janet Murguia, 
who had joined NCLR earlier that year as chief operating officer. 


SELF-HELP 


Self-Help (www.self-help.org; www.responsiblelending.org) 
P.O. Box 3619 

Durham, NC 27702 

Telephone: 919-956-4400, 800-476-7428 


PURPOSE 


Self-Help’s work is based on the belief that ownership allows people 
to improve their economic position. Owning assets, such as a home, 
can enable a family to send a child to college, start a business, or 
weather a financial crisis. In its work as a direct lender, Self-Help acts 
as a laboratory for economic development—experimenting to find 
out what works and advocating for change in the public and private 
sectors. 


PROGRAMS 


Self-Help has several major programs to serve the organization’s pur- 
pose. The Center for Community Self-Help is a nonprofit 501 (c) (3) 
organization that develops and coordinates Self-Help’s programs, 
raises resources, and advocates for economic opportunity. The Self 
Help Credit Union is a federally insured, state-chartered credit union 
that raises market rate deposits from members to make commercial 
and home loans. Its members include nonprofit and religious orga- 
nizations and other socially responsible individuals and institutions. 
The Self-Help Ventures Fund is a nonprofit 501 (c) (3) organization 
that concentrates its lending on higher-risk, unconventional, and 
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high-impact business loans. It is funded with loans and grants from 
foundations, religious organizations, corporations, and govern- 
ment sources. It manages Self-Help’s home loan secondary market 
programs, real estate development, and higher-risk business loans. 
The Center for Responsible Lending (CRL) is a national nonprofit, 
nonpartisan research and policy affiliate, and its own 501 (c) (3). CRL 
is dedicated to protecting home ownership and family wealth by 
working to eliminate abusive financial practices. 


PARTICIPANTS AND/OR RECIPIENTS 


Of the 445 ($40.6 million) home loans Self-Help made in 2005, 
female-headed households received 17 percent, minority-headed 
households received 92 percent, and households in rural areas re- 
ceived 32 percent. In terms of secondary market financing, of which 
6,207 ($562 million) loans were financed, female-headed house- 
holds received 45 percent, minority-headed households received 63 
percent, and households in rural areas received 19 percent. Small 
business lending consisted of 243 ($42.3 million) loans, of which 
female-owned businesses received 48 percent, minority-owned busi- 
nesses 42 percent, and businesses in rural areas 45 percent. 


IMPACT 


Since Self-Help’s start in 1980, it has provided over $4.5 billion in 
financing to more than fifty thousand small businesses, nonprof- 
its, and homebuyers across the United States. Self-Help reaches out 
to female, rural, and minority borrowers all over North Carolina, 
and now in Washington, D.C., and other states, to help them build 
wealth through ownership of a home or business. Self-Help headed 
a coalition to pass the country’s first anti-predatory lending law in 
1999. Subsequent work to curtail predatory lending has saved fam- 
ilies more than $4 billion annually. 


ORGANIZATION 


Headquartered in North Carolina, Self-Help works in the areas of 
home lending, secondary market financing, small business lending, 
real estate development, community facilities lending, and policy 
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and advocacy. Self-Help operates from regional offices in Asheville, 
Charlotte, Durham, Fayetteville, Greensboro, Greenville, and Wilm- 
ington, as well as in Washington, D.C., and Oakland, California. It is 
headed by Martin Eakes, CEO and founder. Self-Help’s four boards 
have forty-two members, including twelve women and seventeen 
people of color. 


REVENUE/EXPENSES 


In 2005, Self-Help reported total gross revenues of approximately 
$75 million, of which the majority came from interest on loans and 
securities backed by mortgages to low-wealth families. In 2005, Self- 
Help reported total expenses of approximately $51 million. The 
majority of Self-Help’s expenses can be attributed to program ser- 
vices, with $25 million in interest expense and $445,000 set aside 
for future loan losses. 


HISTORY 


In the late 1970s, Martin Eakes and his then-girlfriend (now wife), 
Bonnie Wright, planted the seeds for Self-Help when they started 
providing business and technical assistance to help displaced blue- 
collar workers create worker-owned cooperatives. But the greatest 
barrier that the organization came across was access to capital. The 
founders solved this by starting their own lending institutions in 
1984, the Self-Help Credit Union and a complementary organiza- 
tion, the Self-Help Ventures Fund, with $77 raised at a bake sale. 
As the Credit Union and Ventures Fund grew, Self-Help’s activities 
in financing grew much more rapidly than its technical assistance 
programs. Self-Help’s entrepreneurial spirit never subsided, and 
it expanded into many new areas, such as loans and counseling 
to child-care providers. Self-Help also provides technical assistance to 
key partners, helping create the Minority Support Center and 
working with Latino leaders to open a Latino-focused credit union. 
Self-Help also created the nation’s largest secondary market pro- 
gram for low-income borrowers; in 1997, the Ford Foundation and 
Fannie Mae partnered with SelfHelp to provide $2 billion in loans 
to low-income borrowers. 
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SHARE OUR STRENGTH 


Share Our Strength (www.strength.org) 
1730 M Street NW, Suite 700 
Washington, DC 20036 

Telephone: 202-393-2925, 800-969-4767 


PURPOSE 


Share Our Strength is a national nonprofit that inspires and orga- 
nizes individuals and businesses to share their strengths to help end 
hunger, with a priority focus of ending childhood hunger in the 
United States. The organization raises funds in innovative ways, from 
holding volunteerled special events across the country to develop- 
ing cause-related marketing ventures and corporate partnerships. 


PROGRAMS 


Share Our Strength has a number of programs that support its mis- 
sion. Share Our Strength’s Taste of the Nation is the country’s 
largest and finest culinary benefit, where thousands of the best 
chefs and restaurants donate their time, talent, and product at 
more than sixty events. Share Our Strength’s Great American Bake 
Sale is a national campaign that encourages all Americans to help 
end childhood hunger in America by hosting bake sales and other 
fundraisers in their neighborhoods, workplaces, schools, and 
houses of worship. Operation Frontline is a groundbreaking nu- 
trition education program, which helps families help themselves 
by teaching them how to prepare healthy low-cost meals. Share 
Our Strength’s Dinner Series brings together food lovers and other 
supporters for intimate gourmet dinners at some of the greatest 
restaurants to help end childhood hunger in America. And Share 
Our Strength’s Restaurants for Relief is a national dine-out pro- 
gram that mobilizes thousands of restaurants nationwide to help 
ongoing recovery efforts in the Gulf region. 


PARTICIPANTS AND/OR RECIPIENTS 


Participants include chefs, restaurants, individual citizens, and cor- 
porations. Recipients include impoverished and hungry individu- 
als in the United States and abroad. 
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IMPACT 


Since 2003, more than one million Americans have baked, sold, or 
bought at Great American Bake Sales in all fifty states, raising over 
$3 million to end childhood hunger in America. Taste of the Na- 
tion draws four thousand chefs and fifty-five thousand guests to 
participate every year. With Operation Frontline, Share Our 
Strength has offered over three thousand classes, drawn 37,500 
class participants and two thousand volunteer instructors, and 
reached over one hundred thousand people through events. Share 
Our Strength also develops corporate partnerships with organiza- 
tions of all sizes in a diverse range of industries. Overall, the orga- 
nization has raised over $200 million to fund more than one 
thousand antihunger organizations. 


ORGANIZATION 


Share Our Strength fights hunger on local, national, and interna- 
tional levels by awarding grants to effective nonprofit organiza- 
tions. Grants support community nonprofit organizations that 
provide food assistance and nutrition education, treat malnutri- 
tion, and promote economic independence among people in 
need. Share Our Strength has a twenty-member board of directors. 
Billy Shore is founder and executive director. 


REVENUE/EXPENSES 


In 2005, Share Our Strength reported total revenues of approxi- 
mately $24.3 million, including those from Community Wealth 
Ventures, Inc. The majority of Share Our Strength’s revenues come 
from corporate sponsorships and partners, followed by special 
events and consulting work. Donated materials and services, which 
are recorded at the fair market value, amounted to almost $11 mil- 
lion in 2005. In 2005, Share Our Strength reported total expenses 
of $26.4 million, including those from Community Wealth Ven- 
tures, Inc. Share Our Strength’s biggest costs are incurred through 
its antihunger and antipoverty initiatives. 


HISTORY 


Share Our Strength was established in 1984 by Billy Shore and his 
sister, Debbie Shore, who set out to create an ongoing, sustained 
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source of support for hunger relief and prevention. By tapping the 
creative talents of chefs, restaurateurs, and food-service profession- 
als, they transformed their love of food into a powerful force in the 
fight against hunger. In its first few years, Share Our Strength col- 
lected funds from restaurants nationwide and then distributed the 
funds to antihunger programs in the United States and overseas. In 
1988, Share Our Strength pioneered the largest nationwide culinary 
benefit, Taste of the Nation, which now spans more than sixty cities 
across North America, involves more than ten thousand chefs and 
restaurateurs, and has raised more than $40 million. After Taste of 
the Nation, Share Our Strength founded additional programs and 
projects, including Community Wealth Ventures (CWV) in 1997, as 
a for-profit subsidiary of Share Our Strength. CWV is a social enter- 
prise consulting firm that helps nonprofit organizations become 
more self-sustaining by generating revenue through business ventures 
and corporate partnerships. In addition, CWV helps corporations 
improve their bottom line through the design and implementa- 
tion of community investment strategies. More recently, in 2003, 
the Great American Bake Sale was launched in partnership with 
PARADE magazine, sponsored by Betty Crocker, ABC, and Tyson. 


TEACH FOR AMERICA 


Teach For America (www.teachforamerica.org) 
315 West Thirty-sixth Street, 7th floor 

New York, NY 10018 

Telephone: 212-832-1230, 212-279-2080 


PURPOSE 


Teach For America is the national corps of outstanding recent col- 
lege graduates of all academic majors who commit two years to 
teach in urban and rural public schools and become leaders in the 
effort to expand educational opportunity. The organization’s mis- 
sion is to enlist the nation’s most promising future leaders in the 
movement to eliminate educational inequality. 


PROGRAMS 


Teach For America builds a highly selective corps of outstanding 
recent college graduates of all academic majors and career inter- 
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ests; they commit two years to teach in urban and rural public 
schools in the nation’s lowest-income communities and become 
lifelong leaders in expanding educational opportunity. 


PARTICIPANTS AND/OR RECIPIENTS 


Teach For America corps members have an average GPA of 3.5, 
and 96 percent held leadership positions on their college cam- 
puses. Some 28 percent of the 2006 corps were people of color, 
and 25 percent were Pell Grant recipients. Today, forty-four hun- 
dred corps members are teaching in over one thousand schools in 
twenty-five regions across the country. Teach For America places 
corps members in regions most profoundly affected by the gap in 
educational outcomes. More than 80 percent of the students 
reached qualify for free or reduced-price lunch, and the over- 
whelming majority of students (95 percent) are African American 
or Latino. All the districts served are classified as “high-need” local 
education agencies by the federal government. 


IMPACT 


Annually, 375,000 students are served, and more than 2.5 million 
students have been reached since the organization’s inception. Ac- 
cording to a 2004 impact study by Mathematica Policy Research, 
“Even though Teach For America teachers generally lack any formal 
teacher training beyond that provided by Teach For America, they 
produce higher test scores than the other teachers in their schools.” 
Furthermore, Teach For America alumni—most of whom are still in 
their twenties and thirties—are pioneering educational reform ini- 
tiatives, working from other sectors to marshal necessary resources 
and to change policies, winning the highest accolades teachers can 
win, and running many high-performing schools in low-income 
communities. Teach For America serves twenty-five urban and rural 
regions, with forty-four corps members and twelve thousand alumni. 


ORGANIZATION 


Headquartered in New York, Teach For America’s organizational 
structure comprises twenty-five regional offices, five summer insti- 
tutes, and national teams that support efforts across all its regions 
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and teams. The twenty-five regional offices focus on supporting the 
corps in the specific geographical areas in which it operates. Na- 
tional teams support the efforts of existing regions within key areas 
of focus and strategically manage the development of new regional 
sites. Teach For America has a twenty-six-member board of direc- 
tors and twenty regional board chairs. Wendy Kopp is president 
and founder. 


REVENUE/EXPENSES 


Teach For America reported revenue of approximately $55.6 mil- 
lion in 2006. Nearly two-thirds of the organization’s revenue comes 
from supporters in the twenty-five regions where its corps mem- 
bers teach, and the vast majority of its funds come from private 
foundations, corporations, and individual donors. On a national 
level, Teach For America is supported by contributions from cor- 
porations, foundations, and individuals, as well as by public funds 
from the federal government. In 2006, Teach For America’s ex- 
penses totaled approximately $55 million. The majority of Teach 
For America’s expenses (65 percent) can be attributed to the re- 
cruitment, selection, training, and professional development of 
corps members. Other significant costs include alumni program- 
ming, management, and fundraising. 


HISTORY 


Wendy Kopp proposed the creation of Teach For America in her 
Princeton University undergraduate thesis. She was convinced that 
many in her generation were searching for a way to assume a signif- 
icant responsibility that would make a real difference in the world, 
and that top college students would choose teaching over more 
lucrative opportunities. As a twenty-one-year-old, Kopp raised $2.5 
million of startup funding, hired a skeleton staff, and launched a 
grassroots recruitment campaign. During Teach For America’s first 
year in 1990, five hundred men and women began teaching in six 
low-income communities across the country. Since then, some sev- 
enteen thousand individuals have joined; Teach For America has 
become the nation’s largest provider of teachers for low-income 
communities, and it has been recognized for building a pipeline 
of leaders committed to educational equity and excellence. 
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YOUTHBUILD USA 


YouthBuild USA (www.youthbuild.org) 
58 Day Street 

Somerville, MA 02144 

Telephone: 617-623-9900 


PURPOSE 


YouthBuild USA’s mission is to unleash the positive energy of low- 
income young adults to rebuild their communities and their own 
lives with a commitment to work, education, responsibility, and 
family; and to work with others toward eliminating poverty. 


PROGRAMS 


Unemployed and undereducated young people ages sixteen to 
twenty-four work toward their GED or high school diploma while 
learning job skills by building affordable housing for homeless and 
low-income people. YouthBuild places a strong emphasis on lead- 
ership development, community service, and the creation of a 
community of adults and youth committed to each other’s success. 


PARTICIPANTS AND/OR RECIPIENTS 


In 2004, 72 percent of YouthBuild USA participants were men 
and 28 percent were women; 28 percent were parents. They were 
45 percent African American, 25 percent white, 24 percent Latino, 
3 percent Native American, and 3 percent Asian American. 


IMPACT 


Since 1994, more than sixty thousand YouthBuild students have pro- 
duced over fifteen thousand units of low-income housing. In 2004, 
91 percent of YouthBuild students entered the program without 
their GED or diploma, 33 percent had been adjudicated, and 27 
percent received public assistance prior to joining YouthBuild. In 
spite of these overwhelming odds, 58 percent completed the pro- 
gram, and 78 percent of graduates went on to college or jobs aver- 
aging $8.21/hour. YouthBuild USA continually advocates for the 
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federal YouthBuild program, working in alliance with the Youth- 
Build Coalition, a grassroots network of approximately one thou- 
sand groups. 


ORGANIZATION 


Local YouthBuild programs are small, supportive minicommuni- 
ties usually operated by independent community-based and faith- 
based organizations. YouthBuild USA is the nonprofit agency that 
serves as national intermediary and support center for YouthBuild 
programs nationwide. In this role, YouthBuild orchestrates advo- 
cacy for public funding, guidance and quality assurance in pro- 
gram implementation, leadership opportunities for youth and staff, 
research to understand best practices, and grants and loans to 
YouthBuild affiliates. The YouthBuild Coalition, sponsored by 
YouthBuild USA, is a network of close to a thousand organizations 
in forty-nine states that advocate for YouthBuild programs. In 2005, 
there were 226 YouthBuild programs in forty-three states, Wash- 
ington D.C., Puerto Rico, and the Virgin Islands, engaging ap- 
proximately eight thousand young adults. 


REVENUE/EXPENSES 


YouthBuild is a public-private partnership. Each YouthBuild pro- 
gram secures its own funding, generally a mix of government (fed- 
eral, state, and local) and private support. Federal support for 
YouthBuild was authorized under Subtitle D of Title IV of the 
Cranston-Gonzalez National Affordable Housing Act in 1992. Since 
then, the U.S. Department of Housing and Urban Development 
(HUD) has awarded YouthBuild grants and contracts totaling more 
than $645.5 million. YouthBuild USA receives major private sup- 
port from the Ford Foundation, the Charles Stewart Mott Founda- 
tion, the Bill and Melinda Gates Foundation, and the W. K. Kellogg 
Foundation. It has received major public grants and contracts from 
HUD, the U.S. Department of Labor, the U.S. Department of Health 
and Human Services, and the Corporation for National and Com- 
munity Service. In 2005, YouthBuild reported total revenues of ap- 
proximately $17.8 million, of which $16.7 million came from grant 
and contract income. The average cost per participant is about 
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$20,000 a year, including stipends for work performed building 
homes. This is less than other full-time options for unemployed 
young adults, such as Job Corps, boot camps, the military, prison, 
and many colleges. In 2005, YouthBuild reported total expenses of 
approximately $17.4 million, of which $9 million was granted to 
programs. 


HISTORY 


In 1978, Dorothy Stoneman, now president of YouthBuild USA, 
asked neighborhood teens in East Harlem how they would improve 
their community if they had adults supporting them. The students 
answered, “We’d rebuild the houses. We’d take empty buildings 
back from drug dealers and eliminate crime.” Together they formed 
the Youth Action Program and renovated the first YouthBuild build- 
ing. They replicated the program in five locations in New York City 
during the 1980s. In 1990, YouthBuild USA was founded to or- 
chestrate the national replication. By the early 1990s, the program 
had been replicated in eleven cities nationwide and had been au- 
thorized as a federal program administered by HUD; in 2006, it was 
moved to the U.S. Department of Labor. Since its inception in 1978, 
tens of thousands of people have contributed to the YouthBuild 
movement, which has been called “a wellspring of human recla- 
mation” by the New York Times. 





ENDNOTES 


Note: In researching each of the organizations featured in this book, we 
conducted numerous interviews and analyzed data from both internal 
and publicly available sources. (See Appendix D, “Key Stakeholders In- 
terview List,” for names of interviewees.) Unless otherwise noted, all 
quotes come from original research. 


Introduction 

1. According to the National Center for Charitable Statistics at the 
Urban Institute, total expenditures for all reporting 501(c) (3) public 
charities in 2004 was more than $1 trillion. Reporting organizations 
accounted for approximately $1.4 trillion in revenue and $3 trillion 
in assets in 2004. These amounts do not include spending either by 
“non-reporting” public charities (such as very small nonprofits and 
many religious congregations, which are not required by law to file 
annual 990 tax returns with the IRS) or by private foundations. It 
also does not reflect the value of volunteer time. Source: National 
Center for Charitable Statistics, The Urban Institute, “The Nonprofit 
Sector in Brief: Facts and Figures from the Nonprofit Almanac 
2007.” Available at: http: //www.urban.org/UploadedPDF/311373_ 
nonprofit_sector.pdf. 

2. Silverman, L., Lowell, S., and Taliento, L. “Nonprofit Management: 
The Gift That Keeps on Giving.” McKinsey Quarterly, 2001, no. 1, 

p. 147. 

3. Salamon, L., Helmut, K., Anheier, R., List, S., Toepler, S., Wojciech, S., 
and Associates. Global Civil Society: Dimensions of the Nonprofit Sector. 
Baltimore, Md.: Johns Hopkins University Comparative Nonprofit 
Sector Project, 1999, p. 4. 

4. Salamon and others, 1999. 

5. “The State of Foundation Giving, 2006.” Excerpted from the 2006 
edition of Foundation Yearbook. Available on the Foundation Center 
Web site, www.foundationcenter.org. 

6. Havens, J. J., and Schervish, P. Millionaires and the Millennium: New 
Estimates of the Forthcoming Wealth Transfer and the Prospects for a Golden 


285 


286 ENDNOTES 


8. 


9. 


Age of Philanthropy. Boston: Social Welfare Research Institute, 
Boston College, 1999. 


. Aselect group of social entrepreneurs participates in World Eco- 


nomic Forum gatherings at the invitation of Klaus Schwab. Schwab 
is the president and founder of the World Economic Forum in 
Geneva, Switzerland; he and his wife, Hilde, established the Schwab 
Foundation for Social Entrepreneurship in 1998. 

Letts, C. W., Grossman, A., and Ryan, W. P. High Performance Non- 
profit Organizations. Hoboken, N.J.: Wiley, 1999. 

Letts, Grossman, and Ryan, 1999. 


Chapter One 


l. 


All facts and quotations presented in this case were taken from in- 
terviews with Teach For America staff or from internal or publicly 
available organizational information. 


. Sellers, P. “Schooling Corporate Giants on Recruiting.” Fortune, 


Nov. 27, 2006, p. 87. 


. All facts and quotations presented in this case were taken from in- 


terviews with Habitat for Humanity staff or from internal or pub- 
licly available organizational information. Citation refers to the 
Chronicle of Philanthropy list from 2004. 


. All facts and quotations presented in this case were taken from in- 


terviews with Environmental Defense staff or from internal or pub- 
licly available organizational information. 


. Drayton, W. “What Is a Social Entrepreneur?” 2007. Available on 


the Ashoka Web site, www.ashoka.org. 


. Dees, J. G. “The Meaning of ‘Social Entrepreneurship.” White paper. 


Center for Advancement of Social Entrepreneurship, Duke Univer- 
sity Fuqua School of Business, May 30, 2001. Available at: http:// 
www.fuqua.duke.edu/centers/case/documents/dees_sedef.pdf. 


. Collins, J. Good to Great and the Social Sectors. New York: HarperCollins, 


2004. Collins writes about the confusion between inputs and out- 
puts in the social sector, because in business, “money is both an 
input (a resource for achieving greatness) and an output (a mea- 
sure of greatness). In the social sectors, money is only an input, and 
not a measure of greatness,” p. 5. 


. Collins, J. C., and Porras, J. I. Built to Last: Successful Habits of Vision- 


ary Companies. New York: HarperBusiness, 1997. 


Chapter Two 


l. 


All facts and quotations presented in this case were taken from in- 
terviews with Self-Help staff or from internal or publicly available 
organizational information. 


Enpnotes 287 


2. Smucker, B. The Nonprofit Lobbying Guide. Washington, D.C.: 
INDEPENDENT SECTOR, 1999. 

3. All facts and quotations presented in this case were taken from 
interviews with National Council of La Raza staff or from internal 
or publicly available organizational information. 

4. Letts, C. W., Grossman, A., and Ryan, W. P. High Performance Non- 
profit Organizations. Hoboken, N.J.: Wiley, 1999, p. 77. 

5. All facts and quotations presented in this case were taken from 
interviews with America’s Second Harvest staff or from internal or 
publicly available organizational information. 

6. All facts and quotations presented in this case were taken from 
interviews with Environmental Defense staff or from internal or 
publicly available organizational information. 

7. Interview with Bob Greenstein, Center on Budget and Policy Priorities. 

8. Brown, M. “National Service or Bust: Action Tanking, the Social 
Entrepreneur’s Trap, and a Promising Pathway to a New Progressive 
Era.” Paper presented at the New Profit Inc. Gathering of Leaders, 
New Paltz, N.Y., Feb. 2006. 

9. These observations align closely with the findings of the Aspen In- 
stitute study “Effective Nonprofit Advocacy,” conducted by indepen- 
dent researcher Susan Rees. The 1997 working paper detailed the 
key success factors of nonprofit advocacy organizations that mem- 
bers of Congress and executive branch officials ranked as the most 
influential. Available on The Aspen Institute Nonprofit Sector 
Research Fund Web site, www.nonprofitresearch.org/usr_doc/ 
15896.pdf. 

10. Gantz McKay, E. The National Council of La Raza: The First Twenty-Five 
Years. Washington, D.C.: National Council of La Raza, 1993. 


Chapter Three 

1. All facts and quotations presented in this case were taken from 
interviews with Environmental Defense staff or from internal or 
publicly available organizational information. In addition to case 
studies cited in other notes for this chapter, we drew on the follow- 
ing as background: Plambeck, E., and Hoyt, D. “FedEx and Envi- 
ronmental Defense: Building a Hybrid Delivery Fleet,” Stanford 
GSB Case SI-82, Jan. 2006. 

2. Krupp, F. “New Environmentalism Factors in Economic Needs.” 
Wall Street Journal, Nov. 20, 1986, p. 34. 

3. Sale, K. “The Forest for the Trees: Can Today’s Environmentalists 
Tell the Difference?” Mother Jones, 1986, 11(8), 25-33. 

4. Reinhardt, F. “Environmental Defense.” Harvard Business School 
Case 703-029. Cambridge, Mass.: Harvard Business School Press, 


288 ENDNOTES 


10. 
11. 


12. 
13. 
14. 
15. 


16. 


17. 


18. 


2003; citing the “Final Report” of the McDonald’s Corporation and 
Environmental Defense Fund Waste Reduction Task Force, Apr. 1991. 
Verified this data in other internal documents from Environmental 
Defense. 


. “A Cleaner Road Ahead.” Solutions [Environmental Defense news- 


letter], July-Aug. 2003, 34(4), pp. 1-2. 


. Vascellaro, J. “Green Groups See Potent Tool in Economics.” Wall 


Street Journal, Aug. 23, 2005, published on Web site. 


. Dees, J. G. “Enterprising Nonprofits.” Harvard Business Review on 


Nonprofits, 1999, Harvard Business Review Press, p. 139. 


. Sagawa, S., and Segal, E. Common Interest, Common Good: Creating 


Value Through Business and Social Sector Partnerships. Cambridge, 
Mass.: Harvard Business School Press, 2000, p. 3. 


. All facts and quotations presented in this case were taken from 


interviews with Self-Help staff or from internal or publicly available 
organizational information. 

Sagawa and Segal, 2000. 

Sagawa and Segal, 2000. 

Austin, J. The Collaboration Challenge: How Nonprofits and Businesses 
Succeed Through Strategic Alliances. San Francisco: Jossey-Bass, 2000. 
Austin, 2000. 

Sagawa and Segal, 2000, pp. 20-21. 

Sagawa and Segal, 2000, p. 19. 

All facts and quotations presented in this case were taken from 
interviews with America’s Second Harvest staff or from internal or 
publicly available organizational information. 

All facts and quotations presented in this case were taken from 
interviews with City Year staff or from internal or publicly available 
organizational information. In addition to case studies cited in other 
notes for this chapter, the authors drew on “City Year: Timberland 
and Community Involvement,” Harvard Business School Case 
9-396-196. Cambridge, Mass.: Harvard Business School Press, 1996; 
and Dees, J. G., and Jaan, E., “City Year Enterprise,” Harvard Busi- 
ness School Case 9-396-196. Cambridge, Mass.: Harvard Business 
School Press, 1996. 

Reported in the case study “City Year: National Expansion Strategy 
(A).” Harvard Business School Case 0-496-001. Cambridge, Mass.: 
Harvard Business School Press, 1995. 

All facts and quotations presented in this case were taken from in- 
terviews with Share Our Strength staff or from internal or publicly 
available organizational information. Also used as case study back- 
ground: “Share Our Strength and American Express: Development 


Enpnotes 289 


Marketing Alliances,” (A) “Taste of the Nation Sponsorship,” M-289A, 
and (B) “Charge Against Hunger and Dine Across America,” 
M-289; Stanford University Graduate School of Business, Oct. 1997. 


19. Austin, J., and Pearson, M. “Community Wealth Ventures, Inc.” Har- 


vard Business School Case 399-023. Cambridge, Mass.: Harvard 
Business School Press, 1998. 

20. Quoted in Columbus Dispatch, Sept. 12, 1996. 

21. Quoted in Austin and Pearson, 1998, p. 3. 

22. Shore, W. The Cathedral Within: Transforming Your Life by Giving Some- 
thing Back. New York: Random House, 1999. Excerpt quoted in 
“Creating Community Wealth” brochure from organization, p. 1. 

23. Quoted in Austin and Pearson, 1998. Quote taken from executive 
summary of a symposium sponsored by Share Our Strength and 
Pfizer, Inc., Feb. 25, 1997. 

24. Powering Social Change: Lessons on Community Wealth Generation for 
Nonprofit Sustainability, by Community Wealth Ventures, 2003. 
Available at: http://www.communitywealth.com/Powering% 
20Social % 20Change.pdf. 

25. Quoted in Flint, J., “Strange Bed Partners.” Forbes.com, Nov. 24, 
2003. 


Chapter Four 

1. All facts and quotations presented in this case were taken from 
interviews with Habitat for Humanity International staff or from 
internal or publicly available organizational information. 

2. In 2002, Habitat retained Interbrand to assess the value of its 
brand. The company determined that Habitat’s brand was worth 
$3.1 billion, in the same league as Starbucks. 

3. This figure is based on our analysis of the compound annual 
growth rate of revenue over twenty years. 

4. Hanlon, P. Primal Branding: Create Zealots for Your Brand, Your Com- 
pany, and Your Future. New York. Simon & Schuster, 2006. 

5. Podolny, J. “Social Networks as Ends Rather Than Means.” Paper 
presented at the Skoll World Forum, Said Business School, Oxford, 
Mar. 2005. Later published in Stanford Social Innovation Review as 
“Networks for Good Works,” Winter 2007. 

6. All facts and quotations presented in this case were taken from 
interviews with City Year staff or from internal or publicly available 
organizational information. 

7. All facts and quotations presented in this case were taken from 
interviews with Teach For America staff or from internal or publicly 
available organizational information. 


290 ENDNOTES 


8. 


9. 


10. 


11. 


12. 
13. 


14. 


Khazei, A. [CEO, City Year]. “Nineteen Tips for Being a Social En- 
trepreneur.” [Internal document]. 

Written responses to fact-checking questions via e-mail from David 
Yarnold, executive vice president of Environmental Defense. 
“Building Sustainable Networks.” Internal working paper for Build- 
ing Sustainable Networks group hosted by the Leadership Learning 
Community: www.leadershiplearning.org. More information avail- 
able at the wiki: http://sunset.pbwiki.com/. 

“Effective Alumni Engagement: Key Themes and Promising Prac- 
tices.” Internal study published by Omidyar Network; analysis by 
McKinsey & Company, 2003. 

Podolny, 2005. 

Quoted in “Habitat for Humanity International.” Harvard Business 
School Case 9-694—038. Cambridge, Mass.: Harvard Business School 
Press, 1994, p. 7. 

Quoted in “Ripples.” In Founding Stories, published online at: 
www.cityyear.org/about/who/foundingstories.cfm. 


Chapter Five 


l. 


All facts and quotations presented in this case were taken from 
interviews with Exploratorium staff or from internal or publicly 
available organizational information. Allen, S. Finding Significance. 
San Francisco: Exploratorium, 2004. 


. Semper, R. “Fanning the Flames: The Exploratorium at the Birth of 


a Science Center Movement.” In C. C. Yao (ed.), Handbook for Small 
Science Centers. Lanham, Md.: AltaMira Press, 2006. 


. Semper, 2006. 
. “YouthBuild USA Case Study.” Center for the Advancement of Social 


Entrepreneurship, Fuqua School of Business, Duke University, Dec. 
2003. Other facts and quotations presented in this case were taken 

from interviews with YouthBuild USA staff or from internal or pub- 
licly available organizational information. 


. “YouthBuild USA Case Study,” 2003. 
. All facts and quotations presented in this case were taken from 


interviews with the Center on Budget and Policy Priorities staff or 
from internal or publicly available organizational information. 


. McWilliams, R. “The Best and the Worst of Public Interest Groups.” 


Washington Monthly, 1988, 20(2), 19-27. 


. All facts and quotations presented in this case were taken from in- 


terviews with Teach For America staff or from internal or publicly 
available organizational information. 


. Teach For America proposal to the Amazon.com Competition, Apr. 


2005. 


10. 


11. 


12. 


13. 
14. 
15. 


16. 
17. 


Enpnotes 291 


Study evaluating City Year alumni engagement conducted by Policy 
Studies Associates for City Year. 

Husock, H., written for Moore, M. “The AmeriCorps Budget Crisis 
of 2003: (Sequel) Why the National Service Movement Faced Cut- 
backs and How It Responded,” C15—04-1740.1. Kennedy School of 
Government Case Program, Harvard University, 2004. 

Waldman, S. The Bill: How the Adventures of Clinton’s National Service 
Bill Reveal What Is Corrupt, Comic, Cynical—and Noble—About Wash- 
ington. New York: Viking, 1995. 

Interview with Shirley Sawaga, March 17, 2006. 

Husock, 2004. 

All facts and quotations presented in this case were taken from 
interviews with Heritage Foundation staff or from internal or pub- 
licly available organizational information. 

Edwards, L. The Power of Ideas. Ottawa, Ill.: Jameson Books, 1997. 
Brafman, O., and Beckstrom, R. The Starfish and the Spider: The Un- 
stoppable Power of Leaderless Organizations. New York: Portfolio, 2006. 


Chapter Six 


1. 


5. 


All facts and quotations presented in this case were taken from 
interviews with Share Our Strength staff or from internal or pub- 
licly available organizational information. 


. Letts, C. W., Grossman, A., and Ryan, W. P. High Performance Non- 


profit Organizations. Hoboken, N.J.: Wiley, 1999. The authors cite 
Ronald A. Heifetz, Leadership Without Easy Answers (Cambridge, MA: 
Belknap Press of Harvard University, 1994) in their discussion of 
adaptive capacity in the context of leadership. 


. Govindarajan, V., and Trimble, C. Ten Rules for Strategic Innovators: 


From Idea to Execution. Cambridge, Mass.: Harvard Business School 
Press, 2005. 


. Our thinking in developing the “cycle of adaptation” described in 


this chapter was informed partly by the Plan-Do-Check-Act (PDCA) 
Cycle, also known as the Deming Cycle, which is an iterative four-step 
quality control process. PDCA was made popular by Dr. W. Edwards 
Deming, the father of modern quality control. Kolb’s Learning Cycle 
is a similar model developed by Dr. David Kolb to explain the four 
stages of experiential adult learning: Experience, Observe and Re- 
flect, Form Concept, and Test in New Situations. The model origi- 
nated from research on individuals but has applications for 
organizations as well. 

All facts and quotations presented in this case were taken from 
interviews with America’s Second Harvest staff or from internal or 
publicly available organizational information. 


292 ENDNOTES 


6. All facts and quotations presented in this case were taken from 


10. 


11. 


12. 


interviews with Self-Help staff or from internal or publicly available 
organizational information. 


. All facts and quotations presented in this case were taken from 


interviews with Exploratorium staff or from internal or publicly 
available organizational information. 


. All facts and quotations presented in this case were taken from 


interviews with Teach For America staff or from internal or publicly 
available organizational information. 


. Teach for America proposal to the Amazon.com Competition, Apr. 


2005. 

All facts and quotations presented in this case were taken from 
interviews with Heritage Foundation staff or from internal or pub- 
licly available organizational information. 

Sellers, P. “Schooling Corporate Giants on Recruiting.” Fortune, 
Nov. 27, 2006, p. 87. 

Kopp, W. One Day, All Children . . .: The Unlikely Triumph of Teach For 
America, and What I Learned Along the Way. New York: Perseus Books, 
2001. 


Chapter Seven 


L; 


2. 


3. 


4. 


All facts and quotations presented in this case were taken from 
interviews with Heritage Foundation staff or from internal or pub- 
licly available organizational information. 

Edwards, L. The Power of Ideas. Ottawa, Ill.: Jameson Books, 1997, 
p. 90. 

Light, P. C. “Reshaping Social Entrepreneurship.” Stanford Social 
Innovation Review, 2006, 4(3), 46-51. 

Hubbard, B. Investing in Leadership: Vol. 1. A Grantmaker’s Framework 
for Understanding Nonprofit Leadership Development. Grantmakers for 
Effective Organizations, Washington, D.C., 2005, p. 11. 


. Markus, G. Building Leadership: Findings from a Longitudinal Evalua- 


tion of the Kellogg National Fellowship Program. Battle Creek, Mich.: 
W. K. Kellogg Foundation, 2001. Cited in Hubbard, 2005, p. 11. 


. Collins, J. Good to Great: Why Some Companies Make the Leap . . . and 


Others Don’t. New York: HarperBusiness, 2001, p 21. 


. Collins, 2001, p. 27. 
. Kopp, W. One Day, All Children . . .: The Unlikely Triumph of Teach For 


America, and What I Learned Along the Way. New York: Perseus Books, 
2001. 


. Bennis, W., and Nanus, B. Leaders: Strategies for Taking Charge. New 


York: HarperBusiness, 1997. 


10. 


11. 


12. 


13. 


14. 
15. 
16. 
17. 
18. 


19. 


Enpnotes 293 


All facts and quotations presented in this case were taken from 
interviews with National Council of La Raza staff or from internal 
or publicly available organizational information. 

NCLR tenure data were taken from interviews and original research 
in 2005. 

All facts and quotations presented in this case were taken from in- 
terviews with Exploratorium staff or from internal or publicly avail- 
able organizational information. 

Bell, J., Moyers, R., and Wolfred, T. Daring to Lead 2006: A National 
Study of Nonprofit Executive Leadership. A joint project of Compass- 
Point Nonprofit Services and the Meyer Foundation. San Francisco: 
CompassPoint, 2006, pp. 3, 6. 

Bell, Moyers, and Wolfred, 2006, p. 17. 

Interviews with Millard Fuller and other Habitat staff. 

Collins, 2001. 

Bell, Moyers, and Wolfred, 2006, p. 9. 

Tierney, T. J. The Nonprofit Sector’s Leadership Deficit. San Francisco: 
Bridgespan Group, Feb. 2006, p. 17. 

Van Velsor, E., and McCauley, C. “Our View of Leadership Develop- 
ment.” In The Center for Creative Leadership Handbook of Leadership 
Development (2nd ed.). San Francisco: Jossey-Bass, 2004. Cited in 
Hubbard, 2005, p. 11. 


Chapter Eight 


l. 


This story and most narrative background were taken from Kopp, W., 
One Day, All Children . . .: The Unlikely Triumph of Teach For America, and 
What I Learned Along the Way. New York: Perseus Books, 2001. 


. Foster, W. “How Nonprofits Get Really Big.” Stanford Social Innova- 


tion Review, 2007, 5(2), 46-55. (Note: This exact quotation was taken 
from an earlier internal draft of the paper and does not appear in 
the published version.) 


. See “Capital Markets” in the ch. 3 section of the Additional Re- 


sources, including Emerson, Miller, Foster, and others. 


. Letts, C. W., Ryan, W. P., and Grossman, A. “Virtuous Capital: What 


Foundations Can Learn from Venture Capitalists.” Harvard Business 
Review on Nonprofits, 1999, Harvard Business Review Press, p. 91. 


. Collins, J. Good to Great: Why Some Companies Make the Leap . . . and 


Others Don’t. New York: HarperBusiness, 2001. 


. Bell, J., Moyers, R., and Wolfred, T. Daring to Lead 2006: A National 


Study of Nonprofit Executive Leadership. San Francisco: CompassPoint, 
2006. (A joint project of CompassPoint Nonprofit Services and the 
Meyer Foundation.) 


294 ENDNoTES 


7. Based on our analysis of organizations’ current sources of revenue. 


10. 


The idea of looking at concentration of funding in one source 
came from William Foster’s paper, cited in note 2. 


. The City Year Challenge: Strengthening Our Capacities to Serve. [Internal 


document]. 


. GuideStar ratings were taken from GuideStar reports on the orga- 


nizations in our sample. Stars are assigned on the basis of organiza- 
tional “efficiency,” with 4 being the highest rating and 0 the lowest, 
determined by such measures as the ratio of spending on admin- 
istration versus spending on programs. For more details, see 
www.guidestar.org. Charity Navigator uses a similar rating system. 
Nonprofit data analyzed by these sites are taken from IRS form 
990s, which nonprofits are required to file for tax purposes. 
Lowell, S., Trelstad, B., and Meehan, B. “The Ratings Game.” Stan- 
ford Social Innovation Review, 2005, 3(2), 39-45. 


Chapter Nine 


l. 


2: 


All facts and quotations presented in this case were taken from in- 
terviews with Self-Help staff or from internal or publicly available 
organizational information. 

Drayton, W. “What Is a Social Entrepreneur?” 2007. Available on 
the Ashoka Web site, www.ashoka.org. 


Appendix A 


l. 


2. 


3. 


ID 


Eisenhardt, K. “Building Theories from Case Study Research.” 
Academy of Management Review, 1989, 14(4), 532. 

Lowell, S., Trelstad, B., and Meehan, B. “The Ratings Game.” Stan- 
ford Social Innovation Review, 2005, 3(2), 39-45. 

Collins, J., and Porras, J. I. Built to Last: Successful Habits of Visionary 
Companies. New York: HarperBusiness, 1997. 

Collins, J. Good to Great: Why Some Companies Make the Leap . . . and 
Others Don’t. New York: HarperBusiness, 2001. 


. Using as our population the 53,583 nonprofit 501 (c) (3) organiza- 


tions listed in the GuideStar database with total incomes above $1 
million, and assuming a confidence level of 95 percent and a confi- 
dence interval of +/— 5 percent, we needed 383 responses to have a 
statistically significant response. From Salant, P., and Dillman, D. A. 
How to Conduct Your Own Survey. Hoboken, N.J.: Wiley, 1994. 


. For more information on the Delphi methodology, see 


www.iit.edu/~delphi.html. 


. Collins and Porras, 1997; Collins, 2001. 
. Collins and Porras, 1997, p. 5. 
. See Acknowledgments for a listing of all team member names. 





ADDITIONAL RESOURCES 


INTRODUCTION 


Austin, J. E., and Backman, E. V. “Overview of the Nonprofit Sector.” 
Harvard Business School Teaching Note 399-027. Cambridge, 
Mass.: Harvard Business School Press, Aug. 13, 1998. 

The Bridgespan Group. “Knowledge Sharing in the Social Sector.” 
www.bridgespan.org. Feb. 2003. 

Drayton, W. “The Citizen Sector: Becoming as Entrepreneurial and 
Competitive as Business.” California Management Review, 2002, 
44(3), 120-132. 

Fulton, K., and Blau, A. “Trends in Twenty-First Century Philanthropy.” 
Working paper. Global Business Network, June 2003. Available at: 
http://www.gbn.org. 

Salamon, L. “The Rise of the Nonprofit Sector.” Foreign Affairs, July—Aug. 
1994, 73(4), 109-122. 

Wolpert, J. Patterns of Generosity in America: Who’s Holding the Safety Net? 
New York: Twentieth Century Fund, 1993. 


CHAPTER ONE 


Social Entrepreneurship and Social Enterprise 

Alvord, S. H., Brown, L. D., and Letts, C. W. “Social Entrepreneurship 
and Societal Transformation.” Journal of Applied Behavioral Science, 
2004, 40(3), 260-282. 

Bornstein, D. How to Change the World: Social Entrepreneurs and the Power 
of New Ideas. London: Penguin Books, 2005. (Originally published 
by Oxford University Press, 2004). 

The Bridgespan Group. “Growth of Youth-Serving Organizations.” 
White paper commissioned by the Edna McConnell Clark Foun- 
dation. Mar. 2005. Available on the Bridgespan Group Web site, 
www.bridgespan.org. 

Community Wealth Ventures. Venture Philanthropy 2000: Landscape and Ex- 
pectations. Washington, D.C.: Venture Philanthropy Partners, 2000. 


295 


296 ADDITIONAL RESOURCES 


Community Wealth Ventures. High Engagement Philanthropy: A Bridge to a 
More Effective Social Sector. Washington, D.C.: Venture Philanthropy 
Partners, 2004. 

Dees, J. G. “Note on Starting a Nonprofit Venture.” Harvard Business 
School Case 9-391-096. Cambridge, Mass.: Harvard Business School 
Press, 1992. 

Drayton, B. “Social Entrepreneurs: Creating a Competitive and Entre- 
preneurial Citizen Sector.” Available on the Ashoka Change- 
makers Library Web site, www.changemakers.net. 

Emerson, J., and Twersky, F. (eds.). New Social Entrepreneurs: The Success, 
Challenge, and Lessons of Non-Profit Enterprise Creation: A Progress Report 
on the Planning and Start-up of Non-Profit Businesses. San Francisco: 
Roberts Foundation Homeless Economic Development Fund, 1996. 

Grossman, A., and Rangan, K. V. Social Enterprise Series No. 8: “Man- 
aging Multi-Site Nonprofits.” Harvard Business School Working 
Paper Series, No. 99-095. Cambridge, Mass.: Harvard Business 
School Press, 1999. 

Kanter, R. M. “Even Bigger Change: A Framework for Getting Started at 
Changing the World.” Harvard Business School Note 9-305-099. 
Cambridge, Mass.: Harvard Business School Press, Mar. 29, 2005. 

Moy, K. S., and Ratliff, G. “New Pathways to Scale for Community Devel- 
opment Finance.” Profitwise, Dec. 2004, pp. 2-23. 

Skloot, E. The Nonprofit Entrepreneur: Creating Ventures to Earn Income. New 
York: Foundation Center, 1988. 


Scale 


Bradach, J. “Going to Scale.” Stanford Social Innovation Review, 2003, 1(1), 
19-25. 

Dees, G. J., Emerson, J., and Economy, P. Enterprising Nonprofits: A Toolkit 
Jor Social Entrepreneurs. Hoboken, N.J.: Wiley, 2001. 

Taylor, M. A., Dees, G. J., and Emerson, J. “The Question of Scale: Find- 
ing an Appropriate Strategy for Building on Your Success.” In 
G. J. Dees, J. Emerson, and P. Economy (eds.), Strategic Tools for 
Social Entrepreneurs: Enhancing the Performance of Your Enterprising 
Nonprofit. Hoboken, N.J.: Wiley, 2002. 

Wei-Skillern, J., and Anderson, B. B. Social Enterprise Series No. 27: 
“Nonprofit Geographic Expansion: Branches, Affiliates, or Both?” 
Working Paper No. 04-011. Cambridge, Mass.: Harvard Business 
School Press, 2003. 


Measuring Impact 


Colby, S., Stone, N., and Carttar, P. “Zeroing in on Impact.” Stanford So- 
cial Innovation Review, 2004, 2(3), 24-33. 


ADDITIONAL Resources 297 


Kanter, R., and Summers, D. “Doing Well While Doing Good: Dilem- 
mas of Performance Measurement in Nonprofit Organizations 
and the Need for a Multiple-Constituency Approach.” In 
W. Powell, and R. Steinberg (eds.), The Nonprofit Sector: A Re- 
search Handbook. (2nd ed.) New Haven, Conn.: Yale University 
Press, 2006. 

Kaplan, E. “Strategic Performance Measurement and Management in 
Nonprofit Organizations.” Nonprofit Management and Leadership, 
2001, 11(3), 353-370. 

Lowell, S., Trelstad, B., and Meehan, B. “The Ratings Game.” Stanford 
Social Innovation Review, 2005, 3(2), 39-45. 

Sawhill, J. C., and Williamson, D. “Mission Impossible? Measuring Suc- 
cess in Nonprofit Organizations.” Nonprofit Management and Lead- 
ership, 1999, 11(3), 371-386. 


General Sources 

Osborne, D., and Gaebler, T. Reinventing Government: How the Entre- 
preneurial Spirit Is Transforming the Public Sector. Reading, Mass.: 
Addison-Wesley, 1992. 

Oster, S. Strategic Management for Nonprofit Organizations. Oxford: Oxford 
University Press, 1995. 

Peters, J. P., and Waterman, R. H. In Search of Excellence. New York: 
HarperCollins, 1982. 

Salamon, L. M. (ed.). The State of Nonprofit America. Washington D.C.: 
Brookings Institution Press, 2002. 

Schorr, L. B. Common Purpose: Strengthening Families and Neighborhoods to 
Rebuild America. New York: Doubleday, 1997. 


CHAPTER Two 


Jenkins, C. “Nonprofit Organizations and Policy Advocacy.” In W. Powell 
and R. Steinberg (eds.), The Nonprofit Sector: A Research Handbook. 
(2nd ed.) New Haven, Conn.: Yale University Press, 2006. 

Rich, A. Think Tanks, Public Policy, and the Politics of Expertise. Cambridge: 
Cambridge University Press, 2005. 

Rich, A. “War of Ideas.” Stanford Social Innovation Review, 2005, 3(1), 
18-25. 

Sagawa, S. “Fulfilling the Promise: Social Entrepreneurs and Action Tanking in 
a New Era of Entrepreneurship.” Unpublished working paper devel- 
oped for New Profit, Inc., Feb. 2006. 

Smucker, B. The Nonprofit Lobbying Guide. Washington, D.C.: INDEPENDENT 
SECTOR, 1999. 


298 ADDITIONAL RESOURCES 


CHAPTER THREE 


Dees, J. G. “Enterprising Nonprofits.” Harvard Business Review, Jan.—Feb. 
1998. Reprinted in Harvard Business Review on Nonprofits. Cambridge, 
Mass.: Harvard Business School Publishing, 1999, pp. 135-166. 

Dees, J. G., Emerson, J., and Economy, P. Strategic Tools for Social Entrepre- 
neurs: Enhancing the Performance of Your Enterprising Nonprofit. Hobo- 
ken, N.J.: Wiley, 2002. 

Galaskiewicz, J., and Sinclair, C. M. “Collaboration Between Corpora- 
tions and Nonprofit Organizations.” In W. Powell and R. Stein- 
berg (eds.), The Nonprofit Sector: A Research Handbook. (2nd ed.) 
New Haven, Conn.: Yale University Press, 2006. 

How Nonprofits, For-Profits and Government Are Pushing Sector 
Boundaries: Key Issues for Research, Policy and Practice.” Snap- 
shots: Research Highlights from the Nonprofit Sector Research Fund, a 
publication of The Aspen Institute, May-June 2003, pp. 1-3. 

Prahalad, C. K. The Fortune at the Bottom of the Pyramid: Eradicating Poverty 
Through Profits. Upper Saddle River, N.J.: Pearson Education/ 
Wharton, 2006. 

Skloot, E. “Enterprise and Commerce in Nonprofit Organizations.” In 
W. Powell and R. Steinberg (eds.), The Nonprofit Sector: A Research 
Handbook. (2nd ed.) New Haven, Conn.: Yale University Press, 
2006. 


CHAPTER FOUR 


Andreason, A. “Profits for Nonprofits: Finding a Corporate Partner.” 
Harvard Business Review, Nov.—Dec. 1996. Reprinted in Harvard 
Business Review on Nonprofits. Cambridge, Mass.: Harvard Business 
School Publishing, 1999, pp. 111-133. 

Andreasen, A., and Kotler, P. Strategic Marketing for NonProfit Organiza- 
tions. Upper Saddle River, N.J.: Prentice Hall, 2003. 

Davis, G. F., McAdam, D., Scott, W. R., and Zald, M. N. (eds.). Social 
Movements and Organization Theory. New York: Cambridge Univer- 
sity Press, 2005. 

Fine, A. Momentum: Igniting Social Change in the Connected Age. San Fran- 
cisco: Jossey-Bass, 2006. 

Gladwell, M. The Tipping Point: How Little Things Can Make a Big Differ- 
ence. Boston: Little, Brown, 2000. 

Sirianni, C., and Friedlan, L. Civic Innovation in America: Community Em- 
powerment, Public Policy, and the Movement for Civic Renewal. Berke- 
ley: University of California Press, 2001. 


ADDITIONAL Resources 299 


CHAPTER FIVE 


Barabasi, A. Linked: How Everything Is Connected to Everything Else and 
What It Means for Business, Science and Everyday Life. New York: 
Penguin Group, 2003. 

Brandenburger, A., and Nalebuff, B. Co-opetition. New York: Currency 
Doubleday, 1996. 

Davis, G. F., McAdam, D., Scott, W. R., and Zald, M. N. (eds.). Social 
Movements and Organization Theory. New York: Cambridge Univer- 
sity Press, 2005. 

Gibson, C. “Citizens at the Center: A New Approach to Civic Engage- 
ment.” A report commissioned by the Case Foundation, 2006. 
Available at: http://www.casefoundation.org/spotlight/civic_ 
engagement/summary. 

O’Flanagan, M., and Taliento, L. “Ensuring That Bigger Is Better.” 
McKinsey Quarterly, 2004, no. 2. (www.mckinseyquarterly.com/ 
article_abstract.aspx?ar=1419&L2=33&L3=95) 

Zald, M. “Making Change: Why Does the Social Sector Need Social 
Movements?” Stanford Social Innovation Review, 2004, 2(2), 25-34. 


CHAPTER SIX 


Christensen, C. The Innovators Dilemma. Cambridge, Mass.: Harvard 
Business School Press, 1997. 

Harvard Business Review: On Knowledge Management. Cambridge, Mass.: 
Harvard Business School Press, 1987. 

Kim, W. C., and Mauborgne, R. Blue Ocean Strategy: How to Create Uncon- 
tested Market Space and Make Competition Irrelevant. Cambridge, 
Mass.: Harvard Business School Press, 2005. 

Kotter, J. P., and Heskett, J. L. Corporate Culture and Performance. New 
York: Macmillan, 1992. 

Light, P. C. Sustaining Innovation: Creating Nonprofit and Government Orga- 
nizations That Innovate Naturally. San Francisco: Jossey-Bass, 1998. 

Schein, E. Organizational Culture and Leadership. (2nd ed.). San Fran- 
cisco: Jossey-Bass, 1992. 

Senge, P. M. The Fifth Discipline: The Art and Practice of the Learning Orga- 
nization. New York: Currency, 1990. 


CHAPTER SEVEN 


Carver, J. Boards That Make a Difference: A New Design for Leadership in 
Nonprofit and Public Organizations. (2nd ed.) San Francisco: Jossey- 
Bass, 2006. 


300 ADDITIONAL RESOURCES 


Chait, R. P., Ryan, W. P., and Taylor, B. E. Governance as Leadership: Re- 
framing the Work of Nonprofit Boards. Hoboken, N.J.: Wiley, 2005. 

Chrislip, D. Collaborative Leadership: How Citizens and Civic Leaders Can 
Make a Difference. San Francisco: Jossey-Bass, 1994. 

Crosby, B. C., and Bryson, J. Leadership for the Common Good: Tackling 
Public Problems in a Shared-Power World. (2nd ed.). San Francisco: 
Jossey-Bass, 2005. 

Enright, K. Investing in Leadership: Vol. 2. Inspiration and Ideas from Phil- 
anthropy’s Latest Frontier. Washington, D.C.: Grantmakers for Effec- 
tive Organizations, 2005. 

Henton, D., Melville, J., and Walesh, K. Grassroots Leaders for a New Econ- 
omy. San Francisco: Jossey-Bass, 1997. 

Hesselbein, F., Goldsmith, M., Beckhard, R., and Schubert, R. F. (eds.). 
The Leader of the Future. San Francisco: Jossey-Bass, 1996. 

Raelin, J. Creating Leaderful Organizations: How to Bring Out Leadership in 
Everyone. San Francisco: Berrett-Koehler, 2003. 


CHAPTER EIGHT 


Human Resources 

Pynes, J. Human Resource Management for Public and Nonprofit Organiza- 
tions. San Francisco: Jossey-Bass, 1999. 

Tierney, T. J. “The Nonprofit Sector’s Leadership Deficit.” San Francisco: 
Bridgespan Group, Feb. 2006. Available on Web site, http://www. 
bridgespangroup.org/kno_articles_leadershipdeficit.html. 


Social Capital Markets 

Emerson, J. “The U.S. Nonprofit Capital Market: An Introductory 
Overview of Developmental Stages, Investors and Funding Instru- 
ments.” 2000. Includes contributions by J. G. Dees and C. W. 
Letts. Available on the Roberts Enterprise Development Fund 
Web site, www.redf.org. 

Grossman, A. Social Enterprise Series No. 12: “Philanthropic Social 
Capital Markets Performance Driven Philanthropy.” Harvard Busi- 
ness School Working Paper Series, No. 00-002. Cambridge, Mass.: 
Harvard Business School Press, 1999. 

Meehan, W., Kilmer, D., and O’Flanagan, M. “Investing in Society: 

Why We Need a More Efficient Social Capital Market and How 
We Can Get There.” Stanford Social Innovation Review, Spring 2004, 
pp. 35-43. 

Miller, C. “Hidden in Plain Sight: Understanding Nonprofit Capital 

Structure.” Nonprofit Quarterly, Spring 2003, pp. 1-8. 


ADDITIONAL Resources 301 


Young, D. R., Bania, N., and Bailey, D. “Structure and Accountability: A 
Study of National Nonprofit Associations.” Nonprofit Management 
and Leadership, 1996, 6(4), 347-365. 


Systems, Capacity Building 

For numerous reports on various aspects of organizational capacity 
building, see the Grantmakers for Effective Organizations Web 
site, www.geofunders.org. 





INDEX 


A 

Advocacy, broad definition of, 32. 
See also Policy advocacy 

Advocacy nonprofits: development 
of sustainable revenue streams 
for, 51; management challenges 
in, 45-46; and 1969 tax reforms, 
44 

Affordable housing nonprofits, mis- 
sion-related earned-income ven- 
tures in, 70. See also Habitat for 
Humanity; YouthBuild USA 

Alumni engagement programs, cul- 
tivation of leaders in, 100 

America’s Second Harvest: brand 
sharing of, 108; corporate part- 
nerships of, 76-77; direct service 
role of, 38-39; formal affiliations 
of, 108; infrastructure funding in, 
202; innovations to adapt to food 
industry trends, 133-134; key 
stakeholders of, 245; leadership 
and advocacy efforts of, 38—40; 
legislative strategies of, 39-40; 
purpose of, 253; operations scale- 
up in, 66-67; profile of, 15, 253- 
255; revenue and expenses, 254; 
as solution for excess production 
problem, 67; standard-setting role 
of, 66; win-win dynamic in, 65-67 

American Express: Charge Against 
Hunger campaign, 129; non- 
profit partnership of, 72, 98 

AmeriCorps, City Year’s advocacy 
for, 51, 119-120 

Annual conferences and events, as 
opportunity for knowledge shar- 


ing and networking, 99; purposes 
of, 148 

Aronoff, Marcia, 175 

Atlantic Philanthropies, 200 


B 

Baker, L. M., Jr., 62 

Balfanz, Jim, 68, 69, 70, 88, 92, 163 

Bartels, Dennis, 139, 167 

Bean, Michael, 189 

Bender, Denny, 170 

Bennis, Warren, 162 

Boards: continuity of leadership in, 
174; critical behind-the-scenes 
role of, 172-173; and member 
diversity, 176; power-sharing rela- 
tionships with executive directors, 
172-173, 174-175; resource strat- 
egy of, 175-176; size and makeup 
of, 173-174 

Bornstein, Gerald, 99, 144 

Bowers, Ann, 167 

Branding: grassroots-level creation 
of, 88; large-scale involvement 
resulting from, 86 

Brislain, Al, 66, 134 

Brower, David, 56 

Brown, Michael, 46, 50-51, 68, 89, 
91, 119, 120, 163, 193, 197, 201 

Budget size, and competitive advan- 
tage myth, 18 

Built to Last (Collins and Porras), 
27-28 

Business practice change, 61-73; and 
creation of assets for low-income 
populations, 61-63; financial in- 
centives for, 61; impacts on the 


303 


304 INDEX 


company, 61. See also Corporate- 
nonprofit partnerships 

Butler, Stuart, 49, 141, 142, 145, 
206 


Cc 

Campbell, Joseph, 89 

Carter, Jimmy, 82, 95 

Case study data analysis, 28-29 

Case study research interviews, 
234-235, 237-243 

Case study research methodology: 
criteria for case selection in, 
25-27tab1.1, 232-233; four-phase 
process in, 27-29, 225-236; two- 
part definition of impact in, 
25-26 

Cathedral Within, The (Shore), 73 

Cause-marketing partnerships, 71-73; 
and partnership integrity, 76; 
structured as business-to-business 
alliance, 72—73 

Center on Budget and Policy Priori- 
ties: annual budget of, 41; engage- 
ment of targeted groups in, 94; 
expertise- and knowledge-sharing 
of, 114; focus on federal policy 
analysis and national advocacy, 
50, 114, 256; foundation support 
of, 199; grassroots education 
campaign of, 42-43; impacts of, 
256; key stakeholders of, 246; net- 
work mind-set of, 115; original 
focus of, 41-42, 257; outreach to 
critical stakeholders, 94; profile 
of, 15, 255-257; programs of, 
256; purpose of, 256; revenue 
and expenses, 257 

CEOs. See Executive directors 

Chambers, Randy, 63, 136, 164 

Chronicle of Philanthropy, top non- 
profits selected by, 13, 28 

City Year: business community en- 
gagement in, 67-70; Care Force 
consulting business of, 71; com- 
bined advocacy-service approach 
in, 43; corporate funding of, 197; 


corporate sponsors of, 68-69; 
culture of common ground in, 
88-89; earned-income ventures of, 
74, 77; federal funding of, 259; 
financial system improvements in, 
146; founding stories of, 89-90; 
general public’s engagement in, 
91-93; growth campaigns of, 200; 
history of, 260; impacts of, 221, 
259; informal coalitions of, 108; 
key stakeholders of, 246-247; 
leadership team in, 163; national 
service movement and, 119-121; 
partnerships of, 69; private-sector 
involvement in, 59; profile of, 

15, 258-260; programs of, 258; 
purpose of, 258; revenue and 
expenses, 259; SAIL benchmark- 
ing approach in, 147; Serve-a-thon 
money-raising event of, 91-92; 
strategic leadership development 
in, 117; theory of engagement in, 
92-93 


Claflin, Jill, 88 

Clark, Charles, 164 

Clinton, Bill, 119 

Collective executive leadership, 22, 


155-169; applications of, 156-157; 
complementary assets of group 
members in, 158; and relation- 
ships across networks and sector 
boundaries, 156; and second-in- 
command appointments, 162-164; 
senior executive teams in, 164— 
165; transition to, 161-164 


Collins, Jim, 26, 27, 158, 186-187 
Common Interest, Common Good 


(Sagawa and Segal), 59 


Community Wealth Ventures 


(CWV), 60; business success of, 
77; overview of, 73 


Compensation and benefits policy: 


base salary established in, 187; 
competitive, 188-189; perfor- 
mance-based, 190 


Connolly, AnnMaura, 120, 121 
Corporate philanthropy, 64, 73 


Corporate social responsibility move- 
ment, and debate over corporate- 
nonprofit partnerships, 58-59 

Corporate-nonprofit partnerships: 
basic, 60, 64, 78; benefits of, 65; 
and business operation changes, 
55-57, 64-70; collective social 
impact of, 65; and due diligence 
research, 76; exemplary, 67tab3.1; 
good fit and common motives in, 
75-76; leverage and reframing 
of business in, 59-60; marketing- 
related impacts of, 65; and 
mission-drift risks, 74; models 
of, 64-65; nonprofit skepticism 
toward, 58; and perception of 
selling out, 75; potential con- 
flicts of interest in, 76-77; risk 
of earned-income operations in, 
74; risk management in, 73-78; 
social-sector debate over, 58; 
strategic working relationships 
in, 65-67 

Cross, Tim, 162, 195 

Cultivation events, 92tab 


D 

Daring to Lead (study), 167-168, 175 

Davies, Kert, 57 

Davis, Marco, 166 

Dees, Greg, 59 

Delacéte, Goéry, 106, 167, 174, 175 

Department of Housing and Urban 
development (HUD), grants and 
technical assistance of, 35, 112, 
195 

Direct service organizations, policy 
reform engagement of, 53-54. 
See also Programs and projects 

Direct service, combining policy 
advocacy with, 21, 36-45 

Doerr, John, 97 

Donors: as evangelists for nonprofit 
cause, 22; as forces for good, 6; six 
practices’ usefulness for, 219-220 

Drayton, Bill, 24, 220 

Duell, Eric, 101 


Inpex 305 


E 

Eakes, Martin, 25, 30-31, 51, 62, 64, 
78-79, 137, 163-164, 187, 189; 
profile of, 161 

Earned income, diverse sources of, 
51-52 

Earned Income Tax Credit (EITC), 
expansion of, 42 

Earned-income businesses, 70-73; 
business models for, 70—71, 77—78; 
difficulties of building and sus- 
taining, 77; and mission drift, 
77; mission-related, 70, 78; as no- 
strings-attached income streams, 
70; as strategy to leverage private 
sector, 60 

Eli Broad Foundation, 117 

Environmental Defense: aggressive 
advocacy combined with lawsuits 
in, 41, 55; compensation at, 189; 
corporate partnerships of, 55-57, 
61, 75-79; funding and costs, 51, 
204; key stakeholders of, 247; lob- 
bying approach of, 41; market- 
based strategies of, 56-58, 79; 
prioritization process in, 150; 
profile of, 13-14, 15, 260-263; 
programs, 260-261; public policy 
influence of, 84; purpose of, 260; 
recent accomplishments of, 261; 
quest for “ways that work” in, 121, 
122; revenue and expenses, 262; 
science-based policy in, 49; solid 
waste reduction plan, 55; strate- 
gies for changing corporate 
behavior, 13; system-change 
strategies in, 47; tough-love 
approach to firing in, 191 

Environmental groups, corporate 
engagement of, 75 

Escarra, Vicki, 171 

Espinoza, Tom, 48, 118 

Executive directors: comparative 
compensation of, 188fig8.2, 189; 
and cultivation of second-in- 
command, 22; focus on build- 
ing the organization, 158-159; 


306 INDEX 


founders and cofounders as, 156, 
162; interview guide for, 241-242; 
personal attributes and leader- 
ship styles of, 159-161; power 
sharing of, 22; tenure findings 
on, 157tab7.1, 167-169, 186-192; 
top-down models of, 157. See also 
specific leader; organization 

Exploratorium: combined advocacy- 
service approach in, 43; culture 
of innovation in, 138-139; cre- 
ative revenue streams of, 71; dif- 
ficulty of measuring impact in, 
138, 139; experiential model of, 
91; expertise- and knowledge- 
sharing of, 114; founder’s vision 
for, 265; impacts of, 264; informal 
networks of, 108; key stakeholders 
of, 247-248; loose approach to 
adaptation in, 138; open-source 
network strategy of, 105—106; 
profile of, 16, 104-106, 263-265; 
purpose of, 263; revenue and 
expenses, 264-265; shared lead- 
ership in, 166-167 

External stakeholder groups, and 
six-practices framework, 21 


F 

Federal funding, and program caps, 
112-113. See also specific 
organization 

FedEx, nonprofit partnership of, 
56 

Feinberg, Mike, 116 

Feulner, Edwin, 50, 159, 196; leader- 
ship style of, 153-154 

Field experts: interviews, 28; list of, 
237-240 

Field Foundation, 114 

Financial resources: and comparative 
revenue growth paths, 205fig8.4; 
comparative sources of, 194fig8.3; 
earned revenues as, 51—52, 198; 
external sources of, 185; founda- 
tions as, 198-199; network shar- 


ing of, 111-115; network strategy 
for increasing, 110, 111-114. 
See also Fundraising; specific 
organization 

Fitzgerald, Suzanne, 146, 148 

Food banking: origination of, 65-66; 
and welfare legislation, 39-40 

Food Research and Action Center 
(FRAC), antihunger advocacy of, 
40 

Food stamp program, 2002 reautho- 
rization reform provisions, 42 

Ford Foundation, 44, 63, 199 

Forney, Bob, 40, 133 

Foster, William, 182 

Foundation grants, leverage value 
of, 220-221 

Foundation leaders, six practices’ 
usefulness for, 219-220 

Franklin, Alison, 120 

Fuller, Linda, 82, 170 

Fuller, Millard, 12-13, 82, 88, 159, 
170, 189 

Fund for the Improvement of Post 
Secondary Education, 105 

Fundraising: through individual 
donors, 196-197; as integrated 
function aligned with the larger 
vision, 192; and lobbying of gov- 
ernment, 192-195; ongoing 
process of, 182-183; and organi- 
zational sustainability, 192-199; 
private-sector, 197; strategies and 
sources of, 18, 192-199; and 
widespread impact, 195 


G 

George H. W. Bush administration: 
and Clean Air Act amendments, 
57; Commission for National and 
Community Service, 119 

George W. Bush administration, 
and nonprofit bipartisanship, 
48, 49 

Global philanthropy, trends in, 4 

Glover, Nick, 180-181 


“Good enough” organizations, 19; 
necessary ingredients for build- 
ing, 185 

Good to Great and the Social Sectors 
(Collins), 26, 158, 186-187 

Gordon, Robert, 163 

Graham, Ashley, 72-73, 129, 130, 151 

Grant-making foundations, U.S. 
assets of, 3 

Greenberg, Kathryn, 199 

Greenpeace, and market-based 
strategies, 57 

Greenstein, Bob, 43, 94, 114 

Grossman, Allen, 183 


H 

Habitat for Humanity: advocacy 
funding in, 52; brand creation 
in, 88; business model of, 82; 
compensation at, 189; cycle of 
engagement in, 83; emphasis 
on sustainability and participant 
impact in, 206; engagement of 
outsiders in, 87-88; experiential 
model of, 90-91; faith-based 
collaboration in, 122; founder 
transition and move to shared 
leadership in, 170-171; funding, 
196; global transformation of, 82; 
individual champions of, 95; key 
stakeholders of, 248-249; larger 
community impact of, 81-82; 
mission and goal of, 12-13, 81; 
profile of, 12-13, 16, 265-268; 
programs, 266; public policy 
influence of, 84; purpose of, 265; 
revenue and expenses, 267; suc- 
cess of, 81, 82; traditional service 
focus of, 45; volunteer hands-on 
participation in, 82-83 

Hagelin, Rebecca, 124 

Hanlon, Patrick, 85 

Harvard Business Review’s “Virtuous 
Capital” article, 183 

Heritage Foundation: bipartisanship 
in, 49; collaborative strategy of, 124, 


Inpex 307 


145; funding and costs in, 51, 
196; grassroots constituency of, 
93-94; informal networks of, 108; 
impacts of, 269; key stakeholders 
of, 249; performance measurement 
in, 141; performance-based com- 
pensation policy, 190; presiden- 
tial leadership style in, 153-154; 
proactive marketing of conserva- 
tive policy, 123-124; profile of, 
16, 268-260; public policy influ- 
ence of, 84; purpose of, 268; 
quality policy research and analy- 
sis of, 50; revenue and expenses, 
270; rigorous strategic planning 
process in, 142; senior leadership 
teams in, 141-142; triumvirate of 
leadership in, 153-155 

High Performance Nonprofit Organiza- 
tions (Letts, Grossman, and 
Ryan), 36, 131 

High-impact study organizations, 
1-2; balance between achieving 
results and maintaining integrity 
in, 46-47; collaborative mind-set 
in, 108; comparative total rev- 
enues (2005), 184fig8.1; in larger 
ecosystem of societal institutions, 
211; management tools and 
practices used in, 59; pragmatic 
activism of, 78-79; profiles of, 
12-17, 253-283; selection of, 
25-27, 232-233; six practices 
framework of, 6, 9-10, 19-24 

Holmes, Kim, 141, 154 

Hubbard, Betsy, 155-156 

Huffman, Kevin, 159, 191 

Hunger relief organizations, corpo- 
rate partners of, 72. See America’s 
Second Harvest; Save Our 
Strength 


I 
Idea vetting, 137-138 
Individual engagement: and co- 
creation of community, 85; and 


308 INDEX 


connection across social divides, 
89; and consumer mobilization 
in critical markets, 85; through 
experiential and meaningful 
events, 90—94; framework for, 
87-101; funding base impacted 
by, 84-85; and need for belief 
and belonging, 85-86; ripples 
of impact in, 87fig4.1, 101-102. 
See also Rules of engagement 
framework 

Infrastructure investment, 199-203; 
and conventional metrics of non- 
profit performance, 202-203; diffi- 
culties of raising funds for, 199-200; 
growth campaigns for, 200-201 


J 
Jacobs, Ilene, 90, 183, 201 


K 

Kamasaki, Charles, 35, 68, 121, 165 

Kasper, F. Van, 176 

Kennedy, Robert, 102 

Kerry, Teresa Heinz, 97 

Key stakeholders interviews: list of 
245-251; questions and guide- 
lines for, 241-243 

Khazei, Alan, 50-51, 91, 95, 119, 
120, 159, 160, 163, 193 

Kopp, Wendy, 12, 149, 179, 206; pro- 
file of, 159-160 

Krupp, Fred, 13, 48, 55, 160, 168, 191 


L 

Lav, Iris, 115 

Leadership development: impend- 
ing crisis of supply and demand 
and, 176-177; for the larger field, 
100; network strategy for, 
116-118; and search for top tal- 
ent, 176 

Leadership transition: of case study 
nonprofits, 171-172; founder’s 
syndrome impacts on, 169-171; 
and recruitment from outside, 
171-172 


Legislative relationships, 31, 50. See 
also Lobbying 

Letts, Christine, 131, 183 

Leveraging market forces, as high- 
impact practice, 21 

Levin, Dave, 116 

Lipscomb, Toni, 137 

Lobbying: hiring professionals for, 
50; law on, 33; negative associa- 
tions of, 33 

Local nonprofit agencies, 7; food 
distribution activities of, 39 


M 

Management style, and competitive 
advantage myth, 18 

Market-based strategies, 55-80; and 
corporate self-interest, 58; corpo- 
rate-nonprofit partnerships as, 
55-57, 78 

Markus, Greg, 158-159 

Maslow, Abraham, 85 

Mathematica Policy Research study, 

141 

McCay, Emily Gantz, 45, 107, 121, 

164-165 

McCurry, Mike, 58, 91, 172 

McDonald’s, nonprofit partnership 

of, 56 

Menaker, Debra, 105 

Meyer, Danny, 98 

Mobilization: in direct service orga- 
nizations, 34; of individuals and 
the larger public, 83-86; and 
organizational expansion, 83. See 
also Individual engagement 

Moore, Gordon, 96 

Morison-Butler, Lisa, 93 

Munoz, Cecilia, 48, 165, 166, 187 

Murguia, Janet, 165, 197 

Murphy, Pat, 106, 139 





N 

Nader, Ralph, 153 

Nanus, Burt, 162 

National Affordable Housing Act of 
1990, 44 





National Council of La Raza: bipar- 
tisanship in, 48—49; “building 
the field” focus of, 107; capital 
campaigns in, 202; combined 
policy-program approach in, 36; 
community-building opportuni- 
ties in, 99; continuous adaptation 


Inpex 409 


of organizing larger coalitions 
for greater impact, 119; sharing 
knowledge and expertise as, 105- 
106, 110-111, 113-115; talent 
and leadership development as, 
111, 116-118; use of term, 
107-109 








in, 144; corporate partnerships 
of, 76; creative revenue streams 
of, 71; diversified funding of, 44; 
federal-level advocacy work of, 
43—45; founding board’s dominant 
leadership in, 174-175; funding 
and costs, 51, 197; impacts of, 271; 
key stakeholders of, 249-250; 
leadership development in, 118; 
legislative influence of, 44; mis- 
sion of, 72; national charter school 
network of, 35; National Housing 
Network of, 34-35; participants 
and recipients, 274; policy advo- 
cacy of, 43; pressures for spe- 
cialization in, 44; private-sector 
involvement in, 59; product inno- 
vation in, 144; profile of, 16, 270- 
273; programs on the ground, 45; 
Project EXCEL of, 35; purpose 
of, 270; and Reagan funding cuts, 
182; revenue and expenses, 272; 
revenue-generating efforts of, 70, 
71; shared leadership in, 165-166; 
and social enterprise movement, 
71; strategic partnerships of, 72; 
vision of, 43-44 

ational nonprofit leaders, 7 

ational peer survey, for selection of 
study organizations, 27-28 

Navarrete, Lisa, 166 

etwork mind-set: defining, 109; 
description of, 107; and enlight- 
ened self-interest, 110 

etwork strategy: challenges in, 
125-126; focused on resource 
increase for the larger cause, 110, 
111-113; of mobilization and 
power/credit sharing, 111, 
118-121; open-source, 105-106; 


Nicklin, Pat, 130, 135, 163, 206 
Nissenbaum, Ellen, 50, 94 
Nonprofit business ventures. See 
Earned-income business ventures 
Nonprofit efficiency ratings, and use 
of conventional metrics, 18 
Nonprofit excellence, common 
myths of, 14, 18 
Nonprofit Lobbying Guide, The, 
(INDEPENDENT SECTOR) 33 
Nonprofit organizations: functions 
and impacts of, 32, 33-34; starfish 
metaphor for, 125; typical, separa- 
tion of service and advocacy in, 
32. See also specific organization 
Nonprofit practice, 24; building 
organization capacity in, 5; com- 
munity building and networking 
in, 98-101; early research on, 
4-5; organization orientation ver- 
sus network orientation in, 109; 
power of self-interest in, 21, 22; 
private-sectors models for, 5; and 
transformative systemic change, 
5-7. See also Social change agenda 
Nonprofit sector: annual revenues 
and worldwide expenditures in, 
2-3; and collaboration with gov- 
ernment and corporate sectors, 
6; converging trends in, 4; and 
welfare state retrenchment, 3 
Nonprofit strategies: and brand-name 
awareness, 18; focused on large- 
scale systemic change, 19; fund- 
raising and, 18; of leveraging to 
create forces for good, 6, 19-20; 
mobilization as, 19, 21-22. See 
also Network strategy 
North Carolina’s Anti-Predatory 
Lending Law, 31 


310 INDEX 


o 

O’Brien, Doug, 39, 77 

One Day, All Children . . . (Koop), 
149, 179-180 

Oppenheimer, Frank, 105, 166 

Organizational adaptation, 128-152; 
and adaptive capacity, 131-132, 
143-148; benchmarking and, 
147; cycle of, 131, 132fig6.1, 
142-143fig6.3; experimentation 
and innovation in, 144-145; idea 
vetting as approach to, 137-138; 
listening to environmental cues 
as approach to, 143-144; organic 
freewheeling approach to, 136- 
139; prioritization of programs 
in, 149-150; process of “learning 
what works” in, 145-147; program 
modification in, 147-148; rigor- 
ous and disciplined approach to, 
139-142; styles of, 135-142 

Organizational innovation: and 
elimination of old programs, 135; 
external sources of, 133-134; and 
new market creation, 57; and 
recruitment of diverse staff, 145; 
as result of internal dynamics, 
134-135; “staying close to the 
customer” as impetus for, 133 

Organizational values, methods of 
communicating, 87-90 

Orth, Christina, 166 


P 

Pérez, Sonia, 165-166 

People policy: compensation in, 
187-190; creation of nonmanage- 
ment career paths in, 190-191; 
and firing of underperformers, 
191; retention of subject experts 
in, 190 

Petsonk, Annie, 121 

Philanthropists, six practices’ useful- 
ness for, 219-220 

Podolny, Joel, 86, 100 

Policy advocacy: barriers to combin- 
ing programs with, 45—46; 


defined, 32-33; development of 
sustainable revenue streams for, 
51; difficulties of engaging in, 
33, 52; leaders’ involvement in, 
50-51; management challenges 
in, 45-46; and new program cre- 
ation, 35; and 1969 tax reforms, 
44; service combined with, 21, 35, 
36-45, 52-53. See also Advocacy; 
Lobbying 

Policy positions, and local-level ser- 
vice solutions, 33-34 

Policy Review (journal), 142 

Porras, Jerry, 27 

Prendergast, David, 67 

Preyer, Jane, 49, 148 

Primal Branding (Hanlon), 85 

Private sector: finding ways to work 
with, 21; network structures of, 125 

Program evaluation and improve- 
ment: adaptation and, 147-148; 
benchmarking and, 146, 147; 
external consultants’ involvement 
in, 146-147; as opportunity for 
learning and continuous improve- 
ment, 146-147 

Programs and projects: combined 
with policy advocacy, 21, 36-45; 
development of constituency for, 
34; expansion, social entrepre- 
neur’s trap in, 46; for food provi- 
sion, 38-39, 129; mobilization in, 
34; and new policy implementa- 
tion, 34—35; replication, 5, 34, 
43. See also specific organization; 
program 


R 

Rainey, Clive, 170 
Reagan, Ronald, 123, 182 
Reckford, Jonathan, 171, 189 
Rhee, Michelle, 116 
Routh, Nancy, 69, 74, 146 
Rubin, Virginia Carolla, 174 
Rudman, B. J., 94 
Rules of Engagement framework, 

87-101; articulation of mission 


and values in, 87-90; cultivation 
of evangelists in, 94-98; experien- 
tial connections in, 90-94 

Ruta, Gwen, 25, 48, 56, 75, 79 

Ryan, William, 183 


S 

Sagawa, Shirley, 59, 120 

Schall, Bob, 137, 198 

Scofield, Chuck, 98, 160 

Segal, Eli, 59 

Seidel, Stephen, 45, 46, 83, 87-88, 
101 

Self-Help: and advocacy funding 
sources, 52; bias toward action in, 
137; built-in revenue stream in, 
70, 71tab3.2; Center for Respon- 
sible Lending subsidiary of, 
31; combined policy-program 
approach in, 36; compensation 
philosophy at, 189-190; continu- 
ous innovation and adaptation 
in, 210; double bottom-line in, 
64, 138, 198; engagement of tar- 
geted groups, 94; financial sus- 
tainability of, 198; idea vetting in, 
137-138; innovative and hands- 
on approach of, 136-137; key 
stakeholders of, 250; leadership 
transition in, 163-164; leveraging 
strategy of, 209-211; lobbying 
and legislative success of, 31; new 
program evaluation system of, 
137; policy advocacy of, 30-32, 
51, 53; and predatory lending 
practices, 31-32; profile of, 17, 
273-275; programs, 273-274; 
purpose of, 273; revenue and 
expenses, 275; tools of business 
and law used in, 62-64; and U.S. 
mortgage industry transforma- 
tion, 61-64 

Semper, Robert, 105, 139, 191 

Share Our Strength: cause-market- 
ing partnerships of, 72-73, 85, 
98; celebrity chefs’ involvement 
in, 97-98; Conference of Lead- 


Inpex 311 


ers, 134; earned-income ventures 
of, 60, 71; experiential model of, 
91; executive team in, 172; food- 
related fundraising events of, 
129-130; founder leadership in, 
163; innovation and adaptation 
in, 130; key stakeholders of, 250; 
lessons learned from failures 

in, 129-130; National Culinary 
Council of, 98; outreach to pro- 
fessional chefs and restaurateurs, 
128-130, 133; partnering for 
social change in, 85; private-sector 
involvement in, 59; process inno- 
vation in, 144; profile of, 17, 276- 
278; programs and projects, 98, 
276, 278; purpose of, 276; re- 
source allocation to new ideas in, 
150-151; revenue and expenses, 
277; simplicity of participation in, 
91; sources of advocacy funding 
for, 52; strategy to end childhood 
hunger, 134-135; and succession 
planning, 172. See also Taste of 
the Nation 


Shore, Billy, 72, 73, 97-98, 128, 134- 


135, 176, 191-192; profile of, 160 


Shore, Debbie, 97, 98, 98, 128, 160, 


163 


Six-practices framework: adaptation 


and innovation in, 22; engagement 
and mobilization in, 21-22; imple- 
mentation of, 211-219; leadership 
sharing and empowerment of 
others in, 22; network building 
in, 22; mutually-reinforcing inter- 
actions in, 23—24; as virtuous 
cycle, 209-211 


Smith, Kim, 116 
Social change process: and appeals 


to broad political center, 47-48; 
effected through working within 
the system, 47; principles for suc- 
cess in, 46-52; preservation of 
integrity and credibility in, 49-50; 
and principled bipartisanship, 
48-49; and practical idealism 


312 INDEX 


concept, 46—48; and social entre- 
preneur mind-set, 24 

Social entrepreneurs: defined, 4; 
externally-focused mind-set of, 
24-25; in teamwork with business 
entrepreneurs, 4 

Social entrepreneurship movement: 
cause marketing in, 60, 64-65, 
71-73; and collective leadership 
model, 155-156; and debate over 
corporate—nonprofit partnerships, 
58-59 

Social networks: creating larger self- 
sustaining communities through, 
100-101; knowledge sharing in, 
113-115; leveraged to engage 
more individuals, 99; and organi- 
zational networks, 118; sacrifice 
of self-interest for the greater 
good in, 112-113; tools for stay- 
ing connected in, 99. See also Net- 
work strategy 

Starfish and the Spider: The Unstoppable 
Power of Leaderless Organizations, 
The, (Brafman and Beckstrom), 
125 

State Fiscal Analysis Initiative, scope 
and impact of, 114-115 

Stein, Eric, 62, 164 

Stoneman, Dorothy, 47, 50, 51, 112- 
113, 192-193; profile of, 160-161, 
172 

Super-evangelists: deliberate recruit- 
ment of, 95; in high-profile non- 
profits, 95-98; mobilization of, 
97; national and international 
impacts and roles of, 85, 96 

Surdna Foundation, 199 

Sustainable impact, 218-219; and 
ability to secure basic needs, 182; 
and budget size, 183-184; and 
capital market development, 183; 
challenges in, 184; compensation 
and benefit policies for, 187-190; 
development of people strategy 
for, 185-192; and individual- 
mission fit, 187; and infrastruc- 


ture investment, 199-203; and 
investment in critical organiza- 
tional elements, 183, 200; and 
need for self-investment, 184; 
and ongoing funding quest, 
182-183; and resources from 
external partners, 185; and reten- 
tion of best performers, 186, 188; 
and size of organization, 
183-184; strategies for, 185-186; 
and top talent investment, 185, 
186-187. See also Fundraising 
Swartz, Jeff, 95-96, 120 


T 

Taste of the Nation, 72; missed 
opportunity to build, 150-151; 
success of, 129 

Tax Reform Act of 1986, and 
earned-income benefits, 42 

Teach For America: audacious goal 
of, 12; benchmarking of recruit- 
ing process, 146; engagement of 
outsiders in, 93; firing of under- 
performers in, 191; founder’s 
vision for, 179-180; history of, 
280; growth campaigns of, 200- 
201, 204; informal coalitions of, 
108; key stakeholders of, 250- 
251; leadership development 
strategy of, 116-117; participants 
and recipients, 279; profile of, 12, 
17, 278-280; program prioritization 
in, 149; purpose of, 278; recruit- 
ment strategy, 140; regard for data 
and evaluation in, 140-141; rev- 
enue and expenses, 280; viewed 
as maverick organization, 122 

Temporary Emergency Food Assis- 
tance Program (TEFAP), 38, 39 

Ten Rules for Strategic Innovations, 
131 

Third wave environmentalism, 55-56 

Thompson, Eleanor, 39 

Tierney, Tom, 177 

T-Mobile, partnering of, 69 

Townsend, Kathy, 163 


Tracy, Brian, 141 
Truluck, Phil, 154-155, 169, 190 


U 
U.S. mortgage industry, business 
practice changes in, 61-64. See 
also Self-Help 


v 
Van Hengel, Jon, 65 
Vladimiroff, Sister Christine, 38, 39 
Volunteers, as evangelists for non- 
profit cause, 22 


WwW 
Wachovia Bank, 62-63 
Wal-Mart, nonprofit partnership 
with, 56, 75, 79 
Waters, Alice, 128 
Welfare Reform Act of 1996, 39—40 
Welfare reform legislation, 39 
Whitman, Meg, 97 
Whittle, Chris, 180 


Y 
Yarnold, David, 47, 79, 204 


Inpex 4313 


YouthBuild USA: collective action 


as primary strategy in, 112; com- 
bined advocacy-service approach 
in, 43; cultivation of critical 
supporters, 94; engagement of 
targeted groups, 94; evaluation 
emphasis in, 145-146; experien- 
tial strategy of, 94; funding and 
costs, 192-193, 195; growth of, 
113; impacts of, 281-282; key 
stakeholders of, 251; mission of, 
113; participants and recipients, 
281; policy advocacy of, 51; pri- 
vate-sector involvement in, 59; 
profile of, 17, 281-283; program 
modification in, 147-148; pro- 
gram replication strategy of, 
112-113, 114; purpose of, 281; 
revenue and expenses, 282-283; 
revenue-generating programs of, 
71tab3.2; senior management 
team in, 172; shared leadership 
in, 162; strategic leadership 
development in, 117 


Yzaguirre, Raul, 44, 174-175, 182, 


197; profile of, 165 


